Public 
Utilities 


LA 
Volume 55 No. 11 im 2 May 26, 1955 


DIVIDEND PAYOUT AND UTILITY 
COMMON STOCK VALUE 


By Fred P. Morrissey 


« » 


What Do Analysts Look for in 
Company Reports? 
A Symposium 


« > 


New ‘“‘Partnership’’ Power Concept 


Water Supply Problems Ahead 








Motorola Communications & Electronics, Inc. 


Duquesne Light Company finds: 


service and 
trouble crews 


save time and 
improve efficiency 


when they’re equipped with 
MOTOROLA 2-way radio 


Powerful profit tool cuts travel time 


An emergency call comes in from the outskirts of Pittsburgh... a 
repair crew must be there—fast. The dispatcher checks his records 
—a truck is at work just 4 blocks from the trouble spot. A quick 
call from the dispatcher by Motorola 2-way radio and the truck is 
shifted to the emergency scene in just 5 minutes! 25 minutes travel 
time saved, 25 minutes additional electricity used, and satisfied cus- 
tomers through better service. 

TRAVEL TIME CUT—With over 58 trucks equipped with Motorola 
radio, the Duquesne dispatcher has constant contact with every one 
of them . . . he can shift crews from job to job without their losing 
any time phone hunting or coming back in for orders. 

LINE STRINGING SPEEDED— Using Motorola “Handie-Talkie’® radio- 
phone, crews working on two or three consecutive towers can si- 
multaneously exchange messages in seconds ... crews don’t halt 
operations waiting for a messenger to arrive. 

RADIO ALWAYS WORKS—During service interruptions 2-way radio 
assists DuquesneLight with dependable communication for the fast- 
est possible power system reconstruction. 

A trained engineer will show you how a Motorola 2-way radio sys- 
tem will help you get greater efficiency from your crews, save you 
money and give better service. 
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BSIDIARY OF MOTOROLA, INC 








McKeesport dispatcher pulls a short line 
truck off a minor repair job to answer an 
emergency call 4 blocks away. 





Line stringing crew in background is well 
beyond shouting distance and 20 minutes 
away by messenger . . . radio saves time, 
cuts costs. 


Motorola consistently supplies more mobile radio 
than all others combined. 
Proof of acceptance, experience and quality. 
The only COMPLETE radio communications service — 
specialized engineering ... product... customer service... 
parts...installation...maintenance... finance... lease. 
"The best costs you less — specify Motorola” 
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a growing factor in the 


















Cost-saving advantages vital to power plant operators are responsible for the 
mounting acceptance of the Cyclone Furnace. Each represents an important 
advance in the relentless search of power engineers and designers for more 
efficient ways to further lower the cost of generating steam for power. 


The Cyclone Furnace — 


Reduces atmospheric pollution to extremely low levels 


* 
e Simplifies ash handling and disposal 

e Burns fuel with greater efficiency 

e Provides greater fuel flexibility with attendant lower costs 

e@ Reduces overall first cost 

e Increases safety by simplifying operation emma 

@ Reduces maintenance [ 
. ARKA 


Increases availability 


Originally designed and developed to burn more efficiently a wide range of 

coals, as well as oil and gas, the Cyclone Furnace is now being installed in 

areas where factors other than fuel are prime contributors to higher power ~~~—-\_ 
generating costs. For whatever the problems — fuel, fly-ash, availability, cost, = 
maintenance — the Cyclone Furnace contributes directly and substantially 

toward solving them. 


With its revolutionary approach to the entire process of preparing and burn- 
ing fuel, the B&W Cyclone Furnace offers such a simplification of initial 
design and increased facility in everyday operation, that the overall cost of 
producing power is greatly benefited. Let us discuss with you the various cost- 
saving advantages of the Cyclone Furnace for your operation. The Babcock & 
Wilcox Company, Boiler Division, 161 East 42nd Street, New York 17, N. Y. 
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with the Codltors 


le this issue, beginning on page 639, we 
are presenting for the first time our 
newly expanded department ‘Progress of 
Regulation.” This method of reviewing 
and analyzing recent important decisions 
is designed to give our readers prompt 
and more detailed information about a 
greater number of cases in a form which 
we hope will be found more serviceable 
and interesting to our entire readership. 
It will supplant, in part, the limited num- 
ber of pages of full text of decisions which 
formerly appeared as “P. U. R. Pre- 
prints.” 


Tuts change is the result of a definite 
preference indicated by our subscribers in 
response to a questionnaire sent out dur- 
ing the past vear. The answers to this 
canvass, in which it was also proposed to 
carry prompt, full-text reports in a sepa- 
rate “Advance Sheet’ service, were so 
overwhelmingly in favor of the change 
that we are glad to follow the clear man- 
date so expressed. We trust that all our 
subscribers will find that the new depart- 
ment “Progress of Regulation” meets 
their needs and expectations. 


' | SHE annual report has come a long way 
since the days of the cryptic notices 
and occasional balance sheet statements of 





FRED P. MORRISSEY 





MARJORIE H. CRUTHERS 


the World War I period. Charts and 
graphs, beautiful pictures and forthright 
messages have livened up the annual report 
to the point where some of them verge on 
the threshold of serious literary effort. One 
utility corporation report actually featured 
a “poet’s corner,” according to a recent 
financial newspaper account. Others show, 
in wonderful illustrations which accom- 
pany even the most modest dividend check, 
the fine things which corporations are do- 
ing to beautify the countryside and for 
the recreation and security of their em- 
plovees, and so forth. 


THE book reviewer, Charles Poore, 
writing in The New York Times, recalls 
the reaction of a friend of his who was so 
moved by these brochures that he claims 
he has been on the point of endorsing and 
returning the dividend check to help de- 
fray the cost of some of these projects. 
Poore added that he did not think his 
friend had actually forced himself to yield 
to that admirable temptation. 


Speen frills to one side, utility 
management is usually just as 
anxious as the financial specialists to have 
the corporation’s report fulfill its maxi- 
mum potential of usefulness. How better 
to learn what to put into the report, there- 
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A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 
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TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 






COMMONWEALTH ASSOCIATES INC. 


20 Fine Shred, New York i MY 
fuckin Michigan Wishinglon. DC 

















PAGES WITH THE EDITORS (Continued ) 


fore, than to ask the financial specialist ? 
Of course, unanimity of opinion cannot be 
expected in this field any more than in 
any other field where views and prefer- 
ences may reasonably be expected to varv 
widely. 


THE article entitled “What Do Analysts 
look for in Company Reports?’ begin- 
ning on page 595, is a report of a panel 
discussion by analysts at the corporate 
secretaries section of the general manage- 
ment meeting of the American Gas As- 
sociation on March 21, 1955, in Cincin- 
nati, Ohio. In view of the general interest 
in the subject, it was felt worth while to 
report the discussion in the form of an 
article. And so the actual transcript of the 
panel discussion was edited and condensed 
for magazine article purposes for exclu- 
sive reproduction in PusLic UTILITIES 
FORTNIGHTLY. 


MopERATOR of the panel was JOHN F. 
CHILDs, vice president and head of the 
public utility department of the Irving 
Trust Company. He is well known for his 
numerous articles and talks on finance and 
investor relations. The members of the 
panel were: LONGLEY G. WALKER, secu- 
rity analyst with Stone & Webster Securi- 
ties Corporation, and chairman of the 
utilities program committee of the New 
York Society of Security Analysts; HuGH 
PASTORIZA, security analyst with Coffin 
& Burr; and MaAryorIr H. CRuUTHERs, ad- 
ministrative assistant in the public utility 
department of the Irving Trust Company, 





LONGLEY G. WALKER 





HUGH PASTORIZA 


and a member of the utilities program 
committee of the New York Society of 
Security Analysts. 


b Bn opening article in this issue, which 
has been designed for the special at- 
tention of our financial readers, deals with 
the controversial question of dividend pay- 
out and its effect on utility common stock. 
In the current “bull market” the long- 
standing argument over conservative as 
against liberal dividend payout policy is 
being resumed in financial circles with 
vigor. 


THE author of this article on dividend 
policy is Dr. Frep P. Morrissey, a native 
of Brantford, Canada, and a graduate of 
the University of Toronto (Bachelor of 
Commerce, 43). Following World War 
II service in the Canadian Army, Dr. 
Morrissey was awarded his Master’s de- 
gree at the University of Toronto and his 
PhD in economics at Columbia University 
in 1951. Since 1949 he has been on the 
staff of the school of business administra- 
tion of the University of California at 
Berkeley. His special fields of interest and 
teaching are finance, public utilities, and 
business economics. 


THE next number of this magazine will 
be out June 9th. 


(AE OS a 
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The new, compact Remington Rand 
Model 8 Camera is the ‘‘last word"’ in 
low-cost precision microfilming ! 


Microfilming simplifies record retention, saves up to 99% in 
filing space and speeds reference...all important advantages 
for Public Utilities. And now, Remington Rand offers the revo- 
lutionary new Model 8 Film-a-record camera with optional PB 
Feeder attachment. This precision unit combines big machine 
performance with transportability and economy. The PB auto- 
matic feeder is the most accurate, high-speed feeding device 
available. Attaches easily and quickly to the Model 8 Camera. 

Model 8 is simple to operate... offers all the most modern 
microfilming advances: 12” throat, 25-1 or 40-1 reductions, 
16mm film or by filming down both sides, 8mm. Full operating 
features include warning signals, visible film supply indicator, 
counter and Color-Stat. 

Besides Accounting Stubs, Model 8 is built-to-order for 
filming all types of Public Utility records...statistical reports, 
contracts, maps, bills of lading, checks, correspondence, etc. It 
quickly reduces mountains of records to mere inches of filing 
space. Easily indexed, individual records are readily accessible 
and fully identifiable. Microfilmed records are approved and 
certified for record retention purposes. 








Send for FREE brochure describing Model 8, 
PB Feeder and other Remington Rand Micro- 
film Cameras. Ask for F383. 


Remington. Mand 


Room 2300, 315 Fourth Avenue, New York 10, N. Y. 











Coming IN THE NEXT ISSUE 


* 


BUSINESS FOR HUMAN BENEFIT 
The president of the Edison Electric Institute, Harold Quinton, who is also president of 
the Southern California Edison Company, has written a special message for PUBLIC 
UTILITIES FORTNIGHTLY. It stresses the importance of the work and responsibility 
of the electric industry from the standpoint of humanity. At its forthcoming convention 
in Los Angeles, California, the Edison Electric Institute will have occasion to mark 
progress being made in fulfilling its rdle and achieving its goal of service to the masses. 


MODEL STATE LAW FOR ATOMIC ENERGY REGULATION 


Chairman Sumner T. Pike of the Maine Public Utilities Commission may be better re- 
called to some readers for his former services as a member of both the Atomic Energy 
Commission and the Securities and Exchange Commission. He gives us an account of a 
working model of proposed state legislation designed to fill out the gaps between the 
state and federal level in the forthcoming regulation of atomic energy. A feature of this 
article will be the inclusion of the full text of a ''model bill," which has already become 
law in Maine and seems destined for early passage in other New England states. 


JUST WHO ARE "THE UTILITY INTERESTS"? 


In the heat of controversy over public ownership and business-managed power develop- 
ment we hear frequent references to public utility companies as ‘'special interests’ or 
the ‘utility interests,’ or ''the Power Trust.’ The implication is that this business, or the 
people behind it, is being operated by some peculiarly malevolent antisocial group of 
human beings. Harold H. Young, partner of Eastman, Dillon & Co., has written an enter- 
taining analysis of the different people who make up the so-called ‘utility interests — 
management, directors, investors, and consumers. 


WHAT TO DO ABOUT HURRICANE LOSS PROTECTION 


Within the period of six weeks during the past year the Middle and North Atlantic states 
were hit by three tropical hurricanes of major intensity. Damage and losses to public 
utility companies were tremendous, by any standard of measurement. H. E. Garrett, an 
expert connected with Ebasco Services Incorporated, gives us some practical advice 
about protection from such losses in the future. 


THE TRINITY RIVER "PARTNERSHIP" PROJECT 


The Trinity river project in California is among those being proposed for so-called 
partnership’ development under the policy of the Eisenhower administration encourag- 
ing both public and private interests to participate, as well as the federal government. 
Jane Eshleman Conant of the editorial department of The Call Bulletin, San Francisco, 
California, an experienced writer of articles dealing with business enterprise, discusses 
the partnership plan and its potentialities for the Trinity development. 


THE ELECTRIC INDUSTRY KEEPS PACE WITH DEMAND 


T. E. J. Keena of the Hartford Courant recently interviewed Clarence W. Mayott, 
nationally known power planning engineer, now a consultant of the Hartford Electric 
Light Company. Keena wanted to know what the electric industry has been doing to 
keep pace with the constantly increasing demands of the public for more and better elec- 
tric service. This article was the result of that interview. 


* 


Al + ar Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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, = can prove to yourself the value and 

economy of using the famous R & S ‘‘One- 

Step” method of Bill Frequency Analysis. 

Here’s all you have to do—send us: 

1. sample Sales Listing Sheet 

2. your rate schedules 

3. estimate of number of customers billed 
on each rate—AND how many frequency 
tables you need. 

A quotation will be sent ABSOLUTELY 

FREE OF CHARGE— YOU ARE 

UNDER NO OBLIGATION. 













We would also like to send you the 
full story of the ‘““One-Step"’ Method, 
write or use the handy coupon. 


RECORDING & STATISTICAL CORP. 
100 Sixth Ave., N. Y. 13, N. Y. 


RECORDING 
& STATISTICAL 


Send the “ONE-STEP” booklet to: 








CORPORATION Name 
100 Sixth Avenue, New York 13, N. Y. Address. 
City. Zone State. 





I am also enclosing material for a free cost quotation. 














C4oukeble Coke 


“There never 


Dwicut D. EISENHOWER 


President of the United States. 


DoucLas MACARTHUR 
Chairman of the board, 
Remington-Rand, Inc. 


GorDoN R. CLAPP 
Debuty administrator, 
New York, New York 


EDITORIAL STATEMEN1 
Los Angeles Times 


WALKER L. CISLER 
President, Detroit Edison 
Company. 


Harvey L. Lutz 
Professor emeritus of public 
finance, Princeton University. 


EDITORIAL STATEMENT 
The Wall Street Journal 


WILLIAM JACKMAN 


President, Investors League, Inc. 


was in the world two opinions altke.” 


—MONTAIGNE 





“[This administration is] trying to promote an ex- 
panding economiy in this country and one of the factors 
that is necessary in producing an expanded economy 
is confidence.” 

¥ 

“Be proud to be cailed patriots or nationalists or 
what you will, if it means that you love your country 
above all else and will place your life, if need be, at 
the service of our Flag.” 


¥ 


“No public agency should ever be oblivious to politics. 
It makes a mistake if it is. My post here is that of a 
full-time managerial consultant, but I make a point of 
being aware of most political developments.” 


¥ 


. in a nation which is spending an enormous pro- 
portion of the earnings of its workers for defense, every 
dollar wasted in defense spending is worse than thrown 
away; it tends to rob the nation of its very safety.” 


¥ 


“We can confidently expect that by 1965 power con- 
sumption will be double that at the present time. Be- 
yond 1965 . . . those whose business it is to look into 
the future fully expect the load growth to continue 
at an undiminished rate.” 

» 

“The business of government is to govern and our 
society will advance most rapidly if the public func- 
tions and services are kept within that sphere, and if 
the portion of total resources drawn into public use 
is held to the minimum required for the efficient per- 
formance of the necessary public services.” 


¥ 


“Science and technology are opening unimagined op- 
portunities and we have the capital, the resources, and 
the energy to seize them. And there is no reason why we 
cannot seize them if we do not again think that justified 
confidence justifies recklessness. They are right, those 
who have confidence in the future. And they are not 
likely to go wrong as long as confidence is tempered 
with caution.” 


¥ 


‘| Federal regulation of gas producers is] the enter- 
ing wedge to the extension of a socialistic type of regi- 
mentation. Natural gas is a commodity like coal, steel, 
and timber. Those who produce it compete vigorously to 
find it and market it. If natural gas production remains 
subject to regulation, how soon will federal controls and 
crippling regulations be spread over the whole broad 
range of commodities ?” 
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EVER TAKE A METER READING 
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COMMUNICATION SYSTEM? 


Bell System communication engineers will help you 
take a good, close look at your communication sys- 


tem... at no cost to you. 


Your Bell Telephone Company will make a com- 
prehensive survey to help you get the best use of 
your facilities ...local exchange, long distance, 
mobile, teletypewriter, metering and supervisory 


control .. . all the communications you use. 


TELEPHONE TELETYPEWRITER 


MOBILE RADIO 





These surveys include recommendations to give your 
operation the best communications at the lowest 
possible costs. Many companies have changed, 
rearranged or added services or facilities on the 


basis of these surveys. 


¢ If you are interested in a Bell System communication 
survey without charge, call your local Bell Telephone 


representative now. 


BELL TELEPHONE SYSTEM 





TELEMETERING AND REMOTE CONTROL CHANNELS 











REMARKABLE REMARKS—( Continued ) 


Harry FLoop Byrp 
U’. S. Senator from Virginia. 


Haroitp F. CLark 
Economist, Columbia University. 


ROWLAND HUGHES 
Director of the Budget. 


ELisHA Gray I] 
President, Whirlpool Corporation. 


Marcus NADLER 
Consulting economist, Hanover 


Bank. 


GEORGE M. RIDEOUT 


Vice president, Babson’s Reports. 


Joun T. KIMBALL 
Vice president and general manager, 
Idaho Power Company. 


Excerpt from “Plain Letters,” 
published by General Services 
Administration. 


CHARLES F. PHILLIPS 
President, Bates College. 


“T am opposing all tax reductions unless they are made 
fiscally sound by sufficient reduction in expenditures.” 


. 


“Tn one way or another, over 100,000,000 people own 
America. Most of the other 60,000,000 will, at some 
time, own substantial wealth.” 


¥ 


“We remain convinced that the best interests of the 
nation as a whole do demand the termination of un- 
warranted government competition with business.” 


¥ 


“What business management must learn is nothing 
less than some of the oldest truths of living: The in- 
herent dignity of the individual; man’s instinct to be 
part of a group in which he can have genuine pride; 
his desire to be recognized.” 


© 


“Speculation, or, more aptly, the willingness to take 
risks, goes hand in hand with economic progress. Where 
people refuse to take risks and prefer to invest only 
in high-grade fixed-income-bearing securities, the econ- 
omy of the country is bound to stagnate.” 


¥ 


“Some businessmen believe there will never be an- 
other depression because the government will not per- 
mit it. That is all nonsense. It is no more possible to 
expect perpetual prosperity than to expect sunshine or 
happiness without interruption. There will be another 
depression, all right. But not in 1955.” 


¥ 


“Influences have been brought to bear which are un- 
dermining the original intent of our government. Those 
same forces of disintegration and destruction are work- 
ing to revolutionize us back to the tyranny and despotism 
from which are forefathers fled. Big, all-powerful gov- 
ernment always results in the subjugation of man.” 


e 


“There are those people in government who can write 
plainly, but oftentimes don’t. After all, they say of their 
own writing, that’s government style. We have only 
to shake off the complacency in the way of thinking to 
make plain letters the prevailing style. We can begin 
by adopting a firm policy on letter style. Let the word 
go down from the highest places in government to the 
lowest: Use straightaway English—that’s government 
style.” 

a 

“Much of what we daily refer to as unfair competi- 
tion is really just keen competition. It is the kind of 
competition that is essential to our type of economic 
system. If we want to maintain the freedoms which 
our system gives us—to enter businesses of our choice, 
to produce the merchandise we please, to set our own 
prices—then we must accept the competition which is 
essential to that kind of an economy. We must not al- 
ways look to our trade association or our government 
to protect us from the actions of our competitors.” 
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-Now-out of Chrysler Corporation...come 


—EEEe 


the most rugged trucks ever built! 


Announcing new 


Dodge trucks! 


The power line with full view design! 





NEW! Super Power-Dome V-8 engines—169 to 202 hp.— 
the world’s most powerful low-tonnage V-8’s—and the most 
dependable sixes! 


NEW! Full-view design with biggest wrap-around windshield 
of any make! Wrap-around rear window available, too! You 
get greater safety, easier handling! 


NEW! Higher payloads, new no-clutch transmissions, power 


steering and braking, fuel-saving overdrive! Plus smartly-styled 
interiors, colors, 2-toning! Over 100 new features! 










Now on display at your 
dependable Dodge 


Truck dealers! 


| 
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Typical Users of 





Newport News Equipment 


PLANT 

Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J.H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 





General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, Col 
the most powerful ever built. Nine are 150,000 h.p. units, and 

the other nine are rated at 165,000 h.p. each. 





in building 
Water Power Equipment 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 

Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 


eee xe 


PUBLIC UTILITIES FORTNIGHTLY—MAY 26, 1955 —& MAY 26, 


XUM 





FOR CLEANER 





\ 
| COOKING 
= | EASIER 
~~ REFRIGERATION 
\ 
Columbia Gas System 
delivers a modern miracle - 
24 Hours-A- Day! 
’ / FOR CHEAPER 
¥ DRYING 
if ; 
‘ a 
i wai 





FOR INSTANT 
i HOT WATER 


COLUMBIA 
GAS 
SYSTEM 


* 
* 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 

COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
‘ Cc Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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STRENGTH 
THAT LASTS... 


means LONGER LIFE and 
lower cost for your lines with 


AMCRECO CREOSOTED POLES 


Amcreco pressure treatment creosoting 
methods not only prevent decay but also 
conserve the strength of the wood. Greater 
strength means Amcreco treated poles can 
be spaced farther apart and yet provide 
adequate strength to withstand the stress 
of wind and sleet. Such spacing requires 
fewer poles, cross arms and insulators 
with resulting savings. 
Other advantages of Amcreco Creo- 
soted poles are: 
1. Low initial cost 
2. Light weight 
3. Low maintenance 
4. Long life 
From forest to finished product, 
Amcreco poles are processed under 
the most careful supervision to assure 
you greater long term economy. 


LOWRY PROCESS 


AMCRECO\ xsozcr 





~~ 


AMERICAN CREOSOTING COMPANY 


INCORPORATED 








Shreveport Creosoting Company Georgia Forest Products Company 
Colonial Creosoting Company F i i Gulf States Creosoting Company 
Federal Creosoting Company Be i Georgia Creosoting Company 
Indiana Creosoting Company & OOD Kettle River Compony 


LOUISVILLE 2, KENTUCKY 
18 FIELD SALES OFFICES TO SERVE YOU 


PUBLIC UTILITIES FORTNIGHTLY—MAY 26, If 











. SUGGESTION 
BOX 

















FR=D 
M=INK= 


ae 


GOOD SUGGESTION: Use Electrified In- 


dustry to make calls on your most important 
customers, at 21¢ a call. Your power salesmen can 
tell you how this magazine helps them to maintain 
better-than-ever customer contact and to increase 


your net revenue. 


BETTER SEND Today's Business to your leading 
store-and-office customers. It builds your commercial 


revenues, helps modernize your communities. 


ELECTRIFIED INDUSTRY ~ Todays Bhaivest 


Martin Publications — 20 No. Wacker Dr., Chicago 6 
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MAY-JUNE 





Friday—27 Saturday—28 Sunda; —29 
clution of 


Thursday—26 


National Ass. 
Purchasing Agents begins 
annual meeting, New York, 


North Central Electrical elAmerican Water Works 
Association will hold an- 


National District Heating 


Association ends 4-day an- 
nual meeting, Chicago, Ill. 


lssociation, Accounting 
Committee, begins meeting, 


Fergus Falls, Minn. 


nual conference, Chicago, 
Ill 12-17. Advance 
notice. 


> 


June 


NoO¥: 





Monday—30 


Special Libraries Associa- 
tion will hold annual con- 
vention, Detroit, Mich. 
June 12-17. Advance notice. 


Tuesday—31 


National Rivers and Har- 
bors Congress bégins na- 
Wash- 


tional convention, 


ington, D.C. 


JUNE 


Wednesday—1 


Pennsylvania Independent 
Telephone Association be- 
gins annual convention, 


Pocono Manor, Pa. 


Thursday—2 


National Society of Pro- 
fessional Engineers. begins 
Phila- 


convention, 


delphia, Pa. 


annual 








Friday—3 


Basic Materials Exposition 
ends, Philadelphia, Pa. 


Saturday—4 


Edison Electric Institute 
will hold annual convention, 
Los Angeles, Cal. June 

13-16. Advance notice. 


Sunday—5 


Canadian Gas Association 
begins annual meeting, Ni- 
agara Falls, Ontario, Can- 


ada. 


© 


Monday—6 


Institute of Appliance Man- 
ufacturers begins annual 
convention, Cincinnati, 
Ohio. 





Tuesday—7 


American Welding Society 
begins spring meeting and 


Mo. 


welding show, Kansas City, 


Wednesday—8 


Connecticut Safety Society 
ends 2-day annual safety 
conference, Hartford, Conn. 


Thursday—9 


Natural Gas and Petroleum 
Association of Canada be- 
meeting, Hamilton, 


gins 
Ontario, Canada. 


Friday—10 


American Society of Me- 
chanical Engineers ends 6- 
day oil and gas power con- 
ference, Washington, D. C. 
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Dividend Payout and Utility 
Common Stock Value 


Common stocks of the utilities which have followed a 
low payout policy have experienced very substantial 
market gains. This analyst indicates that investors may 
be valuing retained earnings fairly high in the hope 
that these retained earnings will mean greater dividend 
stability or higher future dividends or both. 


By FRED P. MORRISSEY* 


O utility stock investors favor cor- 
porations that follow a very liberal 
dividend policy and consistently 

distribute a high proportion of their earn- 
ings in dividends? Or do investors feel 
better served by a policy of conservative 
payout? While the almost unanimous an- 
swer among financial writers is “yes” to 





*Member of the faculty, school of business ad- 
ministration, University of California, Berkeley, 
California. For additional personal note, see “Pages 
with the Editors.” 
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the former, and “no” to the latter, it is 
surprising how this unanimity has devel- 
oped in view of the paucity of empirical 
research to substantiate their viewpoint. 
There can be no doubt that dividend 
payout has a significant role in the de- 
termination of the market price of a 
utility’s common stock and that it directly 
affects the amount and the terms of new 
capital which must be raised externally. 
The purpose of this article is not to define 
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the proper proportion of earnings dis- 
tributed in dividends, nor even to suggest 
the range within which this payout ratio 
may vary; rather it is to report the find- 
ings of a statistical investigation which 
casts doubt upon the thesis that a high 
payout ratio in itself is desirable because 
investors place a greater value on current 
cash dividends and heavily discount re- 
tained earnings. 

The determinants of dividend policy 
are many and the relative importance of 
each factor may vary from one company 
to another. Capital structure, cash posi- 
tion, stability of operating revenues, and 
control over expenses, particularly as re- 
flected in adequacy of earned surplus, 
must be included as the more important 
elements. 

Despite the complexity of these fac- 
tors many writers consistently general- 
ize that a high proportion of earnings dis- 
tributed in dividends increases the market 
value of the stock, precludes dilution of 
the present stockholders’ investment when 
new shares are sold close to the market 
price, and generally reduces the cost of 
new common stock capital to the utility. 
In other words, the proponents of a high 
payout ratio base their claim on their be- 
lief that utility investors are principally 
interested in current cash dividends and 
that retained earnings are of negligible 
value. 


eran one is led to doubt the accu- 

racy of these claims for a high pay- 
out ratio, for if retained earnings are re- 
invested in property includable in the rate 
base of the utility, this addition should 
enjoy in the future a rate of return equal 
to that earned on the equity portion of the 
investment. The common stockholder 


MAY 26, 1955 


584 


would receive his cash dividend, plus cu- 
mulative earnings on that part of previous 
earnings not paid out in dividends but in- 
cluded in the rate base. These retained 
earnings will then augment current earn- 
ing assets per share and future earnings. 
The greater earnings provided would as- 
sure more stability for the present divi- 
dend level, as well as prospects of higher 
future dividends should the same payout 
ratio be maintained; both factors would 
result in a higher current market price. 
Therefore, where retained earnings are 
reflected in the rate base, some capital ap- 
preciation should be anticipated. 
Furthermore, in view of current prefer- 
ential tax treatment of capital gains, one 
might expect that portion of utility in- 
vestors, who are subject to high current 
personal income tax rates, to welcome 
capital appreciation through earnings re- 
tention. In addition, the realization crite- 
rion for the capital gains tax provides 
shareholders with an opportunity to time 
security sales so as to minimize further 
their total tax burden. Accordingly, any 
management decisions which may reduce 
the tax burden of their stockholders 
should encourage demand for that utility’s 
securities, further increasing the market 
price. 
NFORTUNATELY, there has been very 
little empirical investigation to de- 
termine the influence of a high or low 
payout ratio on investors’ attitude toward 
a utility. The problem is admittedly a 
complex one because investors look at 
many factors other than payout policy, 
not the least important of which are the 
trend of growth, quality of management, 
adequacy of capital structure, severity of 
regulation, etc. Accordingly, to isolate the 
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DIVIDEND PAYOUT AND UTILITY COMMON STOCK VALUE 


impact of payout ratio is not an easy pro- 
cedure. 

Most studies that have been made rely 
essentially on a superficial relationship of 
earnings-price and dividends-price ratios 
over various payout ranges. The method 
used to support arguments for a high pay- 
out ratio is simply to calculate the ratio of 
realized earnings (and cash dividends) 
per share in a given year to the average 
of the high and low market price for that 
year. These ratios are prepared for several 
companies with different payout ratios 
and a relationship indicated in Chart I 
(page 587) is derived. Earnings-price 
ratios show a sharply declining slope 


e 


with increased dividend payout while 
dividends-price ratios are relatively hori- 
zontal. The conclusion derived from the 
relative slopes of these lines is that the 
prime determinant of market price is the 
current dividend, and that investors are 
assigning a negligible value to retained 
earnings. A serious shortcoming of this 
evidence based on earnings-price and 
dividends-price data is the fact that it con- 
ceals entirely any possible market price 
appreciation, since it is derived from data 
for a single year at a time. 
AX suggested earlier, one would expect 
that companies with a low payout 


TABLE I 


RELATION OF BOOK VALUE, MARKET PRICE, DIVIDENDS BY 
PAYOUT RATIO GROUPS 1948-1953 


89 Largest Electric Operating Companies for Which Data Were Available 


Book Value 

(1948 = 100) 
Payout Ratio 1948 1949 1950 1951 1952 1953 
85% and over ............ 100.0 100.8 101.7 102.6 103.3 103.3 
ee rae 100.0 101.2 101.4 103.8 108.0 115.1 
OL I ee eae 100.0 101.8 104.3 106.7 109.5 112.4 
ae, ees 100.0 103.0 107.7 111.3 114.2 117.4 
ee ee ee eee 100.0 105.5 112.2 116.5 119.5 124.1 
ee 100.0 107.4 116.5 122.8 129.1 137.3 
ig | 7 a 100.0 107.6 114.1 118.9 125.2 134.2 

Market Price 

(1948 = 100) 
1948 1949 1950 1951 1952 1953 
S59 and OVER .i.s6. oa cscs 100.0 95.9 101.8 101.0 105.6 107.9 
8 aye tie REN ee 100.0 103.0 105.5 109.0 118.7 121.2 
i 1! i 100.0 102.0 112.8 116.6 126.8 135.1 
a eae 100.0 104.8 111.7 112.5 123.3 128.2 
COS a re 100.0 106.5 117.5 121.8 136.1 140.4 
RB S24 SN eae o 9 asai0% 100.0 107.2 116.9 123.6 138.9 149.9 
MEE ON9O oe baccsease 100.0 107.8 121.2 128.1 145.9 161.3 

Dividends 

(1948 = 100) 
1948 1949 1950 1951 1952 1953 
85% and over ............. 100.0 108.3 111.0 109.6 111.0 113.3 
MOR iisdis testbeds dais 100.0 106.0 106.0 106.0 112.5 113.7 
UL a rere 100.0 100.9 107.6 110.2 111.9 115.3 
eee 100.0 101.3 101.3 104.6 104.6 109.9 
Se re 100.0 103.9 110.1 112.4 115.5 118.6 
PIE oe Go pd diarw cc alerteoiers 100.0 106.4 111.0 111.9 114.7 120.2 
WIOMEF BOG. oie ces 100.0 105.3 114.9 119.3 125.4 136.8 
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ratio would provide a substantial market 
price appreciation over several years, af- 
fording the stockholders an increase in 
capital supplementing the cash dividend 
return. Any method of appraising payout 
policy, which does not provide for the 
possibility of capital appreciation, is in- 
adequate and inaccurate. Furthermore, 
the payout ratio in any single year is not 
likely to be representative. Electric utili- 
ties tend to pay a stable dividend without 
resorting to the declaration of year-end 
extras should net income improve. Only 
if the improvement in earnings position 
is likely to continue, will a utility increase 
its dividend and possibly move to a higher 
payout for that year. In other words, 
dividend payout is not established on the 
basis of any single year’s earnings, but 
rather on the trend and level of present 
and future earnings in so far as they can 
be predicted. Accordingly, one must look 
at the payout pattern for a number of 
years before any valid conclusions can be 
stated. 

If investors are in fact buying divi- 
dends and consider retained earnings of 
negligible importance, one would expect 
to find that 


(1) The market prices of utility 
stocks would tend to change over time 
in proportion to dividends, and this re- 
lationship would be unaffected by pay- 
out ratio. 

(2) The trend of dividend yield 
would be independent of the payout 
ratio. The yield of a number of utility 
stocks would change over time due to 
changes in regulation, seasoning, matu- 
rity, etc., but one would not expect any 
positive correlation between changes in 
relative yields and different payout 
ratios. 
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bbe test these propositions all electric 
operating companies with total capi- 
tal of $10,000,000 and over at the end of 
1953 were reviewed for the 6-year period 
1948-53. Of these 156 companies, requisite 
data were available for 89. The period 
1948-53 was selected in the face of three 
criteria: first, the necessity of avoiding 
distortions arising out of the war and im- 
mediate postwar period; second, the de- 
sirability of including securities known to 
the public, yet recognizing that many 
utility stocks were only recently subject 
to divestment under the Public Utility 
Holding Company Act; and third, to pro- 
vide a sufficient span of years for study 
to eliminate the weaknesses of spot data. 

The 89 companies were classified into 
seven groups on the basis of average pay- 
out ratio over the six years, and the fol- 
lowing data were prepared: 


(1) The per cent change in each pay- 
out group for each year 1948-53, of: 


(a) Market price per share (where 
market price was calculated as the’ 
average of the year’s high and low). 

(b) Book value per share (de- 
termined as the average of beginning 
and year end). 

(c) Cash dividends per share (de- 
termined on basis of the cash dis- 
tributed divided by the average num- 
ber of shares outstanding). 


These data are presented in Table I 
(page 585) and summarized graphi- 
cally in Chart 2, page 589. 

(2) Trend lines for a, b, and c of 
above, by means of the least squares 
method to the basic data. (Chart 3 
page 591.) 

(3) Dividend yields for each payout 
group 1948-53 and the trend of these 
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CHART 1 


TREND OF EARNINGS - PRICE RATIOS AND 
DIVIDENDS - PRICE RATIOS BY PAYOUT 
Average 1948 - 1953* 
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PAYOUT [DIVIDEND] EARNINGS — 
RATIO | YIELD | PRICE RATIO 
12 \ 30 5.61 13.02 —12 
40 5.77 12.04 
50 5.93 11,06 
60 6.09 10,09 
70 6.25 9.11 
ll N 80 6.41 8.13 ll 
90 6.57 7.15 
100 6.73 6.17 
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*FOR 89 LARGEST OPERATING ELECTRICS FOR WHICH DATA AVAILABLE. 
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yields relative to 1948. (Table II, this 
page, and Chart 4, page 593.) 


HE influence of factors other than 

payout ratios was considered and two 
in particular appeared significant enough 
to distort the results if not reasonably 
homogeneous. These were: first, the pro- 
portion of common equity to total capital, 
and second, the quality of the securities 
within groups. Inspection of the capital- 
ization over the period studied and of 
Fitch ratings in 1953 showed an accept- 
able uniformity on both counts—with one 
exception. This concerned the highest pay- 
out group—85 per cent and over—which 
contained securities of significantly higher 
quality and averaged a common equity 
ratio of 58 per cent compared with a 
narrow range of 29 per cent to 36 per cent 
for other groupings. These variations lend 
credulence to the results found in the 
higher payout ranges, which, however, 


e 


might well be questionable if these securi- 
ties were of lesser quality and subject to 
high leverage. (A third factor was con- 
sidered ; namely, whether the average pay- 
out used in the classification was a signifi- 
cant one, or, more specifically, whether 
substantial changes in the payout ratio 
used disqualified the use of the average. 
It appears that the average was sufficiently 
representative of each group, because the 
deviation from the average did not exceed 
five percentage points—a magnitude clear- 
ly not sufficient to account for the results 
noted later.) 


Findings 


Re points of essential interest arose 
from the analysis of the data: 


(1) There appears to be a definite in- 
verse relationship between payout ratio 
and increase in market value over the pe- 
riod studied. The companies in the low 


TABLE II 
CHANGES IN DIVIDEND YIELD IN — TO PAYOUT RATIO GROUPS 
1948—1953 


89 Largest Electric Operating Companies for Which Data Were Available 








Dividend Yield 
Payout Ratio 1948 1949 1950 1951 1952 1953 
85% and over ............ 6.12 6.90 6.67 6.64 6.43 6.36 
OE Sok uc cba Sinan 5.97 6.14 5.99 5.80 5.66 5.60 
MID, avsocscskssaeses 6.46 6.39 6.17 6.10 5.70 5.51 
ae 6.97 6.74 6.32 6.49 5.92 5.98 
~ eee 6.75 6.58 6.33 6.22 5.73 5.70 
a ssaaana asus os 7.01 6.96 6.66 6.35 5.79 5.62 
Under 60% .............. 5.85 571 5.54 5.45 5.03 4.96 
Dividend Yield 
(1948 = 100) 

1948 1949 1950 1951 1952 1953 
85% and over ............ 100.0 112.8 109.0 108.5 105.1 103.9 
RUMEN. sccccecsoseore- 100.0 102.9 100.3 97.2 94.8 93.8 
= | cere 100.0 98.9 95.5 94.4 88.2 85.3 
A xirktndasrscwies+ 100.0 96.7 90.7 93.1 84.9 85.8 
apse ag sh apcnse 100.0 97.5 93.8 92.2 84.9 84.4 
iiss yivsine vniciins 100.0 99.3 95.0 90.6 82.6 80.2 
Under 60% «2.00... cc cece 100.0 97.6 94.7 93.2 86.0 84.8 
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payout groups experienced a substantial 
increase in market value; e.g., the 60 per 
cent-64 per cent payout group was up 50 
per cent, while the highest payout stocks, 
85 per cent and over, increased only 8 per 
cent. Table I indicates that this trend of 
increase has been fairly uniform on an an- 
nual basis, and with the exception of the 
75 per cent-79 per cent payout group the 
increase is in rather symmetrical step 
fashion. If one looks at the trend line in 
Chart 3, it is suggested that a company 
with a 100 per cent payout would have 
experienced a 5 per cent decline in market 
price while one with a 60 per cent payout 
would have enjoyed a 60 per cent increase 
in market price over the period. 

(2) For each payout group, dividends 
have increased relative to 1948, but the 
correlation with payout is much less dis- 
tinct. In fact, the relative increase in divi- 
dends has been practically uniform with 
the exception of the lowest payout group, 
which has experienced a 37 per cent in- 
crease while the other groups have gained 
from 10 per cent to 20 per cent. Table I 
and Chart 2 contain the numerical in- 
crease in dividends, while the trend data 
on Chart 3 demonstrate that dividends 
have increased at a rate equal to about 
one-third that of the market price in- 
crease. As was the case with market price 
behavior, the increase in dividends tended 
to be fairly uniform from year to year. 

(3) As might be anticipated, the change 
in book value demonstrated a distinct, 
though irregular inverse correlation, with 
payout ratio (Table I). The companies 
with low payout ratios had a 35 per cent 
increase in book value while the increase 
in the highest payout group was insignifi- 
cant. The total effect on book value would, 
of course, be the sum of: (1) the sale of 
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stock above existing book value, (2) di- 
rect charges and credits to surplus ac- 
counts, and (3) the retained earnings 
added to surplus. A review of the first two 
factors was undertaken where it was felt 
their influence might distort the results. 
The findings suggest that the effect of 
them was minor. 


(4) The absolute yield for the various 
groups is summarized in Table II, and 
when translated into the percentage of 
1948 for each group (Chart 4) it is clear 
that the yield on the low payout securities 
has declined 15-20 percentage points while 
the highest payout group actually encoun- 
tered an increase of about 4 per cent. The 
intermediate payout groups had somewhat 
proportional declines. While the trend of 
behavior of yield was generally downward 
throughout the period, the highest payout 
group had a sharp increase in 1949 and a 
continuous decline thereafter. Not only 
was the trend of yield downward for the 
lower payout groups over the period, but 
investors were willing to accept a lower 
yield on the securities with the low payout 
practice—a fact borne out by the trend of 
dividends-price ratio in Chart I. The yield 
pattern is, of course, the consequence of 
the substantially greater rise in market 
price for the low payout groups in rela- 
tion to the more uniform dividend in- 
creases for all payout groups. 


Conclusions 


HE common stocks of utilities which 

have followed a low payout policy 
have experienced very substantial market 
gains. In fact, throughout the groups 
studied, the market prices have increased 
inversely with payout ratio. These ad- 
vances in market price have not been ac- 
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CHART 3 


TREND OF INCREASES IN MARKET PRICE, 
BOOK VALUE AND DIVIDENDS BY 
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PAYOUT | OVER 48) | OVER 48)/ OVER 48) 
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30 107.11 70.91 44.21 
100; 40 91.10 59.77 38.86 100 
50 75.09 48.62 33.51 
60 . 59,08 37.48 28.16 
70 43,07 26.34 22.81 
80 27.05 15.20 17.46 
90 11,04 4.06 12.11 
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companied by a similar gain in dividends, 
and accordingly the increase in market 
price cannot be attributed solely to the 
greater dividends. It appears likely that 
investors therefore are valuing retained 
earnings fairly high in the hope that these 
retained earnings will mean greater divi- 
dend stability or higher future dividends 
or a combination of these two. This con- 
clusion is reinforced by the relative trend 
of dividend yields on the lower payout 
securities. 

The data indicate the yields demanded 
on lower payout securities have de- 
clined since 1948, while this is not true 
for the high payout securities. In other 
words, investors may have changed their 
evaluation of retained earnings and will 
pay a higher price for undistributed earn- 
ings than they would in 1948. Further, the 
fact that the current yields in 1953 on the 
low payout securities are appreciably be- 
low the yield on the high payout group 
(despite the higher quality of the latter), 
substantiates the above conclusion. 

The common stock investor in the low 
payout groups has benefited appreciably 
pricewise by this policy, and it appears 
that the current low yields on these groups 
of securities indicate investor’s expectation 
of further beneficial treatment. 


\ i 7 HILE the low payout policy has pro- 
vided the investors with a large mar- 


ket price appreciation, the parallel divi- 
dend increase has not been realized; and 
because the payout ratio has been fairly 
constant in each group over the period, it 
is fair to conclude the earnings have not 
increased more than the dividends as yet. 
Despite this, investors appear to believe 
the retained earnings will be productive of 
still higher future earnings and dividends 
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because they have bid up the market price. 
But even without greater dividend pay- 
ments becoming a reality, the investors 
could still be correct in their actions, be- 
cause of the effect of current low payouts 
on the assurance of dividend continuity. 


Fe utility companies attempting to 

build up their book value and market 
value a lesson is apparent here; namely, a 
policy of a high payout ratio tends to pre- 
clude improvement in the book value and 
market value position. One might have 
expected from the thesis that investors are 
buying dividends, that a utility with a 
high payout could increase market price 
through increased earnings reflected in 
correspondingly greater dividends, and 
this would effect higher book values by 
issuing new stock at a price higher than 
current book yet below the current mar- 
ket price. Yet the study indicates such 
possibilities are not borne out in practice. 

The behavior of the securities in the 
highest payout group is somewhat surpris- 
ing. These securities are of the highest 
quality and carry the highest proportion 
of equity to total capital. Yet the yield ran 
counter to the other groups and there was 
no appreciable gain in market price or 
book value. It may be that investors had 
overpriced these high-grade securities in 
1948. 

The absence of investor interest re- 
flected in the small price appreciation in- 
dicates that investors had fully “priced” 
the cash dividends of these companies in 
1948, and the lack of retained earnings 
meant future earnings and dividend in- 
creases were more unlikely and so no fur- 
ther price premium was offered. 

Finally, one conclusion can be drawn 
which is applicable to utility rate-making 
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procedure. In utility rate cases, it is com- 
mon to develop dividends-price ratios 
from data for companies with lower pay- 
out ratios and apply these to a company 
which has practiced a high payout policy. 
Such a procedure is of doubtful validity 
in view of the evidence in Chart I, that in- 
vestors are accepting lower yields on 
stocks with a low payout background, 
while they demand higher yields for high 
payout equities. That a distortion will re- 
sult from this policy should be readily 


apparent. 
Summary 


A REVIEW of the behavior of market 

price, dividends, and book value of 
89 electric operating companies over the 
period 1948-53 indicates investors may be 
changing their evaluation of retained 


earnings as reflected in utility stock prices. 
Companies with lower payout experienced 
a substantial market price increase and a 
decline in dividend yield. On the other 
hand, the common stock securities of com- 
panies with a high payout policy reflected 
little increase in market price and no 
major change in yield. The lower current 
yield on the low payout securities indicates 
investors still favor these investments and 
are willing to accept lower current income 
for the prospect of greater future earn- 
ings, dividends, and dividend stability. 
The widely accepted claim that investors 
favor utility securities, which distribute a 
high percentage of earnings in dividends, 
is open to considerable doubt. In fact, the 
trend seems toward the pricing of utility 
securities on an earnings basis—as it ra- 
tionally should be. 











Business-government Partnership 


wa Be time is ripe for a reappraisal of relations between 
government and business. Our main concern is not the 
entrance of government into business and private affairs. That 
is inevitable. What we should be concerned with is to maintain as 
favorable a balance for free chotce as possible. . . . 

“The truth is that both the government and we are needed. Much 
as I put my trust in individual enterprise, I believe that our com- 
plicated modern system relies on certain broad common denomi- 
nators which only the central government can manage. Call it 
social security, unemployment insurance, or old-age bene fits—these 
all are parts of the emerging needs of a society of increasing 
materialization. 

“Business, however, should strongly resist encroachment by 
government in fields in which it can most effectively do the job] 
but let us support government in doing those things which we can- 
not do and it must do.” 


Pe rent ae ee 





Soni eee 





—DEVEREUX C. JOSEPHS, 
Chairman, New York Life Insurance Company. 
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What Do Analysts Look for in 


Company Reports? 


The following symposium in dialogue form—exclusively prepared for PUBLIC 
Uritities FortNIGHTLY—1s in substance a report on an actual discussion by 
four top-flight security analysts* at the corporate secretaries section of the 
general management meeting of the American Gas Association on March 
21, 1955, in Cincinnati, Ohio. The moderator of the panel discussion was 
John F. Childs, vice president, and head of the public utility department of 
the Irving Trust Company. The other three members were Longley G. 
Walker, security analyst, Stone & Webster Securities Corporation, and 
chairman of the utilities program committee of the New York Society of 
Security Analysts; Hugh Pastoriza, security analyst, Coffin & Burr; and 
Marjorie H. Cruthers, administrative assistant, public utility department, 
Irving Trust Company, and a member of the utilities program committee of 
the New York Society of Security Analysts. The comments of these security 
analysts deal with annual reports and other written media published by 
utility companies for the enlightenment of the investing public, including 
specialists. The following questions are addressed by Mr. Childs and the 
answers are made by his panel colleagues. 


A SYMPOSIUM 


SIP RNIN RC IR 
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company should have an investor re- 

lations program. In thinking of in- 
vestors we distinguish between the two 
groups to cultivate—the uninformed and 
the informed. 

The uninformed investors are the many 
small stockholders who are not too con- 
cerned with finance. They are primarily 
interested in dividends, earnings, and a 


ie F. Cuitps: Every publicly owned 


*For additional note, see “Pages with the Editors.” 
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general picture of a company. The mass 
of stockholders really rely on the in- 
formed investors for their decisions on 
what to buy or sell. 

Therefore, the informed investors are 
doubly important and are by far the most 
essential to cultivate in an investor re- 
lations program. They are the ones who 
will really make the purchase and sale 
recommendations for the securities of 
most companies. 
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The informed investors are made up 
primarily of the security analysts, who are 
found wherever careful consideration and 
study are given to evaluation of securities. 
Fortunately, they are relatively easy to 
cultivate for three reasons: (1) they are 
limited in number; (2) they are not too 
difficult to locate; and (3) they know 
what they want to know about your com- 
pany and you can readily find this out by 
keeping in close touch with a few of them. 


How to Cultivate the Security Analysts 


W= facts do the security analysts 
want to know about your company? 
Remember that they have to pass on the 
price of the securities of your company 
every single working day of the year. In 
order to arrive at a sound judgment they 
must have up-to-date and complete in- 
formation about all the factors that have 
any short- or long-term effect on the fi- 
nancial position of your company. Thus 
to answer the question—What facts do 
the analysts want to know about your 
company ?—I would have to say that they 
want a continuous flow of all up-to-date 
pertinent information. : 
That suggests, I believe, that the prob- 
lem should not be looked upon as involv- 
ing isolated parts such as the annual re- 
port. Rather, each part should be designed 
to fit into an over-all program to reach the 
ultimate goal. In other words, a company 
should set up a program at least a year in 
advance which will include all types of 
media to keep the security analysts in- 
formed. The types of media may be di- 
vided into two broad groups: written ma- 
terial and personal contacts. Personal 
contacts include appearances at analysts’ 
meetings, due diligence meetings, trips, 
personal calls on large investors, etc. 
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Written Material 


W: are concerned here with only one 
of these two media—the written ma- 
terial; and we further limit our discussion 
to three types of reports—annual reports, 
statistical booklets, and quarterly reports. 

Of course, all written material must be 
tailored to meet the requirements of a par- 
ticular company. Furthermore, in writing 
an annual report a company may wish to 
consider many factors other than the in- 
formed investors, such as employee rela- 
tions, regulatory consideration, communi- 
ty relations, etc. 


Reference to Surveys 


| qiprene the public utility department 

of Irving Trust Company completed 
a survey, entitled “Check List of Informa- 
tion Desired by Financial Analysts in An- 
nual Reports and Statistical Publications 
of Utility Companies.’ It included a list 
of practically all the data which have pre- 
viously been included by companies in 
such reports. Seven analysts were asked 
to check which of the information they 
felt was most important. The survey ap- 
plied to electric companies but much of the 
general material is equally applicable to 
all types of utility companies. Just as in 
the panel we are discussing reports of gas 
companies in particular, the generaliza- 
tions would apply to all types of utilities. 


General Form of Written Media 


wr" to the more specific views of the 

panel members about annual re- 
ports, statistical booklets, and quarterly 
reports. First their views on the general 
form of these three types of written media. 





1Irving Trust Company, Public Utility Informa- 
tion Bulletin No. 6, March 1, 1955. 
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LoNGLEY WALKER, as you visualize 

© the annual report, what do you con- 

sider its function to be from the point of 
view of the security analyst? 

A. The annual report is one of the most 
important tools the analyst has for his 
job. It should explain the factors which 
affected the company’s operations and 
earnings during the year under review, 
and indicate what took place during that 
period which resulted in any change in the 
financial condition of the company. It 
should give a description of the financial 
status of the company at the year end, and 
ought to indicate, in so far as possible, 
the situation the company faces in the 
future. 

Q. What about the president’s letter? 

A. Analysts prefer a short introductory 
letter by the president or chairman point- 
ing up the important items in the latest 
year’s operations. This letter should be 
confined to the space of one page, where 
possible, and avoid the practice of having 
the entire report in the form of a letter to 
stockholders. In the survey, four analysts 
voted in favor of such a letter, and three 
against it, but they were unanimous that 
if used it should be short. Good examples 
of these letters can be found in the 1953 
annual reports of Portland Gas & Coke 
Company, National Fuel Gas Company, 
and Oklahoma Natural Gas Company. 
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Q. How about a high lights’ page? 

A. Yes. In addition to and following 
the president’s letter there should be a 
“high lights’” page, which includes cer- 
tain key financial figures and ratios cover- 
ing the latest two years, plus a column in- 
dicating the percentage change. A high 
lights’ page, in addition to the president’s 
letter, was favored by a majority of the 
analysts in the survey. I particularly liked 
the “high lights’ ” page in the 1953 annual 
reports of Transcontinental Gas Pipe Line 
Corporation and Northern Natural Gas 
Company, and Tennessee Gas Transmis- 
sion Corporation. 


Wuart about the use of charts? Do 
Q. you like them and, if so, what type? 

A. Generally speaking, the number of 
charts, so far as the analysts are con- 
cerned, can be kept to a minimum. Where 
charts are used, they should be accom- 
panied by fairly detailed figures to be of 
any real value to the analyst in his work 
of preparing a report on the company. 

Q. How about pictures? 

A. Here, again, pictures have little 
value to the analyst. Occasionally, a recent 
picture of some of the top executives or 
the board of directors is of interest. An- 
other exception would be a good photo- 
graph of some new major facility. 

Q. What about tables? 


tions program. In thinking of investors we distinguish be- 


q “Every publicly owned company should have an investor rela- 


tween the two groups to cultivate—the uninformed and the 
informed. The uninformed investors are the many small stock- 
holders who are not too concerned with finance. They are 
primarily interested in dividends, earnings, and a general pic- 
ture of a company. The mass of stockholders really rely on 
the informed investors for their decisions on what to buy...” 
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A, Even if a complete statistical book- 
let is issued, a majority of the analysts 
want some statistical material included in 
the back of the annual report. These ought 
to cover no less than five years and prefer- 
ably ten years. While we are on the statis- 
tical section, I would like to add that the 
analysts, as a group, prefer to have both 
an annual report and a statistical booklet. 

Q. What about an index? 

A. An index is of help to the analyst, 
particularly when the report extends over 
10 or 12 pages, which most of them do. 
The index can usually be placed inside the 
front cover. 

Q. What about a service area map? 

A. A map of the property is very im- 
portant and should set forth clearly all of 
the company’s principal facilities with an 
explanatory legend. While complete detail 
is helpful, it should not be too technical. 


Hueu Pasrtoriza, what do you con- 
Q. sider the function of the statistical 
booklet to be? 

A. Whereas annual reports are de- 
signed for a wide audience of varied re- 
quirements, the statistical booklet is gen- 
erally intended for the specific use of the 
security analyst. To satisfy the analyst, 
the booklet should enable him: (1) to 
form an accurate picture of the company’s 
past history—particularly the financial; 
(2) to evaluate the company’s present 
position; and (3) to form some judgment 
about the company’s future. Obviously, 
practically all the information in the an- 
nual report will be useful toward these 
ends; but much more is needed than would 
be suitable for a document for general dis- 
tribution. 

Q. Now let’s consider the form of the 
statistical booklet. First, how often do 
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you think it should be issued and when? 

A. The analysts favor a simple booklet 
issued annually with the annual report. 
This is sufficient under normal circum- 
stances. In certain special cases—for ex- 
ample, in case of a merger—an interim 
issue, giving statistics on the basis of the 
new setup, proves extremely helpful. 

Q. Should the statistical booklet be a 
loose-leaf arrangement which can be 
added to, or a single bound copy? 

A. The survey indicates that the an- 
alysts prefer a single bound booklet. The 
booklet form is preferable to loose-leaf 
because of ease of filing and compactness. 
Letter size is preferable to larger sizes be- 
cause the latter cannot be easily filed, and 
to smaller sizes, because these get lost in 
the file. The data are most useful when 
what is wanted can be found easily. This 
points to the desirability of following 
familiar layouts where applicable—such 
as the tabulations in the S-1 prospectus 
and the reports to insurance companies. 


SHOULD the statistical booklet in- 
© clude charts and explanatory ma- 
terial? 

A. Charts have their value, chiefly in 
making comparisons. The analysts are 
only too conscious of the possibility of 
making the plains of Texas look like the 
Matterhorn by a proper choice of scales— 
they seldom trust a steep looking curve as 
a true index of rapid growth—at least not 
until they have inspected the scale. For 
this reason the extra cost of charts is not 
always justified. 

Explanatory material covering non- 
recurring items and startling discontinui- 
ties in the trends of the various statistics 
are particularly important. 

There may be a place for some descrip- 
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Return Information Sought 


6¢ AY” information that can be given 

[in the annual report] as to the 
rate of return and rate base is of great 
interest to the analyst. This section should 
also include either pending or prospective 
rate increases, and the possible effect 
thereof. Analysts are always interested 
in the regulatory climate in which a gas 
company operates, and some mention of 





this would be helpful.” 






































tive material on such matters as territory, 
gas supply, and storage, etc. (Footnotes 
should be in large, at least readable, type. ) 

Q. Should ratios be figured? 

A. Except for earnings per share and 
capitalization structure ratios, many an- 
alysts prefer to figure their own ratios be- 
cause they have their own way of calculat- 
ing them. 

Q. Do you have examples of such sta- 
tistical booklets ? 

A. As examples of effective presenta- 
tions of data, the most complete and 
elaborate of gas company statistical book- 
lets that I have found in my files are: 
Colorado Interstate Gas; Brooklyn Union 
Gas; and Columbia Gas System. 

Q. In general, how many years should 
the tables cover? 

A. A very large fraction of the utilities 
have been in their present corporate form 
for at least ten years. Others can still 
present many useful statistics extending 
over that period. The longer picture is 
particularly valuable just now as it ex- 
tends the record back through the period 
of postwar inflation, and shows how the 
management was able to handle that situa- 
tion. 





TURNING to the quarterly report, 

* Miss Cruthers you made a survey* 

of analysts to obtain their views on in- 

terim reports. Did the survey show that 
a quarterly report was important? 

A. The purpose of the quarterly report 
is to keep investors up to date on your 
company. The quarterly or interim re- 
ports give worth-while clews to the trend 
of a company’s operations, between an- 
nual reports. 

In the survey we used three classifica- 
tions on the question of the importance of 
quarterly reports: (1) unnecessary, (2) 
important, and (3) very important. We 
consulted ten security analysts; of these, 
eight checked “very important” and the 
other two checked “important.” No one 
had thought them unnecessary. The se- 
curity analyst by his nature and by his job 
is continually looking for and getting in- 
formation on all the companies he is in- 
terested in. If he cannot find what he 
needs in published sources he will contact 
you directly. So a tangible benefit to com- 
panies of distributing informative interim 
reports is that it probably will help avert 





2 Irving Trust Company, Public Utility Informa- 
tion Bulletin No. 2, May 26, 1952. 
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individual requests from many analysts 
and thus save the time of your company, 
officials. 

Q. What should a quarterly report in- 
clude? 

A. The security analysts want three 
things in the quarterly reports: (1) a 
statement of developments since the last 
quarter; (2) an income statement; and 
(3) a balance sheet. 

The statement section should explain 
any changes in the company’s picture since 
the last report. It ought to include in- 
formation on the financing done in the 
quarter and the financing expected in the 
next quarter. It should describe expansion 
plans, new avenues for sale, and new cus- 
tomers. If rate applications are pending, 
these should be mentioned. Actually, the 
analysts want to know about any happen- 
ings which might have an effect on a com- 
pany’s financial position and what this 
effect has in terms of dollar revenues and 
net income for common. 


AS for the financial statements in the 

reports all analysts want them on a 
comparative basis. On the income state- 
ment they prefer to have the figures on a 
three months’ and twelve months’ basis. 
They like to have the income available for 
common brought down to the amount of 
earnings per share. On this it is always 
best to also include the number of shares 
on which the earnings are figured; this is 
to prevent any confusion as to whether 
you used the total outstanding number of 
shares or average number of shares. And, 
too, if sizable amounts of revenues are be- 
ing collected under bond then the results 
of this in cents per share earnings are also 
very valuable. This particular point is very 
well handled, for example, in the Trans- 
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continental Gas Pipe Line Corporation 
report. 

The analysts like to have a simple bal- 
ance sheet, and preferably on a compara- 
tive basis. The balance sheet can be con- 
densed, for the main points the analysts 
are looking for are additions to the plant 
accounts and additions in the capitaliza- 
tion. 


Do you have an example of a quar- 
® terly report which meets the re- 
quirements of the survey? 

A. One of the most usable quarterly re- 
ports I have found of a gas company is 
the quarterly letter to stockholders put 
out by Northern Natural Gas Company. 
First of all, it is a convenient size, the 
standard letter size, so it is easily filed. 
The written statement was extremely 
factual. It covered net income, the year’s 
construction program and financing plans, 
developments for the coming year, the 
regulatory situation, and the political 
aspects. The balance sheet was on a com- 
parative basis. The income statement was 
on the three and twelve months’ compara- 
tive basis and brought through to earnings 
per share. The whole report is very in- 
formative and very helpful to the security 
analysts. 

A number of companies are now pub- 
lishing reports for the fourth or final 
quarter. The analysts are glad to receive 
them for they fill in that long wait before 
the more elaborate annual report is re- 
leased. 

John F,. Childs: Of course there are 
other types of written material which are 
part of the program of keeping the finan- 
cial analyst informed, such as press re- 
leases, summaries of decisions in rate 
cases, copies of speeches before analysts’ 








a 





WHAT DO ANALYSTS LOOK FOR IN COMPANY REPORTS? 


societies, etc. However, remember that the 
analysts have a lot to read and don’t send 
them material unless it has a bearing on 
your company’s securities. It is well to get 
as much material as possible in a com- 
bination of a well-designed annual report, 
statistical booklet, and quarterly report. 
This will go a long way to meeting much 
of their need. 

Whether a company includes certain 
material in an annual report or puts it in 
a statistical booklet depends upon the way 
the two reports are designed and the cir- 
cumstances surrounding a company at a 
particular time. Some of the material will 
have to be covered in both, with current 
information in the annual report and more 
historical and explanatory information in 
the statistical booklet. 


LoncLey WALKER, could you give 

® wus some important points which you 

think should be covered in the annual re- 
port? 

A. Referring to the main body of the 
report, it should include a brief story of 
the company, where it operates, its par- 
ticular type of operation, sources of sup- 
ply, and its customers. This latter item 
should be expanded to indicate the gain 


e 


in customers in the recent period and the 
prospects for continued growth in sales. 
It should also indicate the possibility of 
any future increase in gas supplies, and 
the source thereof. This would be a good 
place to include the map of the company’s 
properties. Following this, there might be 
a section devoted to an analysis of a com- 
pany’s principal types of customers and 
demands, and a breakdown of revenues 
by types of customers and, if applicable, 
types of industries. 

An income-outgo table might be ap- 
propriate at this point. 

Another very important section con- 
cerns the company’s construction program 
and its financing plans. This should prob- 
ably be in two parts: A review of the 
preceding year and projections into the 
future as far as practicable. When pos- 
sible, this ought to be tied in with new 
capacity involved and the use thereof. 

A section on the company’s capitaliza- 
tion structure is helpful, and the manage- 
ment’s policy as to what it considers satis- 
factory ratios for the various types of 
securities might well be included. 

The analyst would like to have in- 
formation as to common stock earnings 
on shares outstanding at the end of the 


indication of what is necessary for the study of a single year’s 


q “THE data on the insurance company report are a pretty good 


operation. The earnings and statistical tables required for the 
S-1 prospectus indicate the more important data needed for 
studying longer periods. In any individual case, the company 
should give these standard figures and then add such further 
statistics as the peculiar situation of the company made im- 
portant. Because of the different characteristics of transmtis- 
sion companies and distribution companies there may be con- 
siderable variations in the type of data included in various 
companies’ statistical booklets.” 
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period and on average shares, indicating 
in both instances the number of shares. 
Also, a discussion of dividends and a state- 
ment as to dividend policy, if possible. 


HERE should certainly be a heading 

on the all-important subject of rates 
and regulation, clearly setting forth any 
recent rate change, with effective dates 
and dollar amounts involved, revenues 
taken in under bond, and the possible ef- 
fect of such items on gross income and 
per share earnings. Any information that 
can be given as to the rate of return and 
rate base is of great interest to the an- 
alyst. This section should also include 
either pending or prospective rate in- 
creases, and the possible effect thereof. 
Analysts are always interested in the 
regulatory climate in which a gas com- 
pany operates, and some mention of this 
would be helpful. 

A brief statement of employees and 
employee benefits should be included, with 
some mention of recent labor negotia- 
tions, the results thereof, and the expira- 
tion dates of any existing labor contracts. 

A tabulation or paragraph describing 
the distribution of the company’s common 
stock is frequently helpful to the analyst. 

Now as to the financial statements and 
statistics. Detailed earning statements for 
at least five years should be a part of the 
report. Such statements, with their ex- 
planatory notes, should be broken down 
to indicate, among other things, cost of 
purchased gas, payrolls, maintenance and 
depreciation, taxes, both general and in- 
come, and such items as interest charged 
to construction, and any other special 
amortization items, particularly if they 
are of a nonrecurring nature. 

Comparative balance sheets for at least 
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two years should be included in the re- 
port; coverage over a 5-year period is 
preferable. However, two full years may 
serve and additional periods containing 
only the more important items such as 
capitalizations, gross and net plant, and 
working capital can be presented in the 
general financial and operating statistical 
section of the report. 

Even though the company is publishing 
a separate statistical report, the analyst 
likes the figures for about five years in the 
annual report where he can use them with 
the story of the company. 


I" making suggestions for the balance 

sheet, I will first take up the asset side. 
This ought to begin with the company’s 
gross property account, with a breakdown 
of various types of property, where pos- 
sible. 

In setting up the liability side of the 
balance sheet, it is very helpful to the 
analyst to start off with the company’s 
capitalization, with subtotals for funded 
debt, preferred stock, common stock, and 
surplus, in that order. Details of the debt 
and preferred issues can be contained in 
a proper footnote. The capitalization sec- 
tion can be followed by the current and 
accrued liabilities, deferred credits, and 
any other commitments. That, generally 
speaking, presents the most usable form of 
balance sheet from the analyst’s point of 
view. 

The principal thing we have omitted is 
management. This, of course, is very im- 
portant to the analyst. A section on man- 
agement can follow or precede the finan- 
cials, perhaps using the last page and the 
inside of the back cover. This section 
should contain the names and titles of all 
officers, with at least some historical de- 
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Keeping Mailing Lists Up to Date 


— lists have to be reviewed periodically for people change 
their jobs or titles and the companies change their addresses. To 
keep an accurate mailing list it needs constant rechecking. The letter sent 
out by General Public Utilities Corporation last December is a very fine 
example of how to do it. Building a mailing list is important, but this 
periodic review, perhaps every year, is just as important. This review 
might well be handled by a letter expressing a company’s interest in keep- 
ing analysts regularly informed and then asking them for help in keeping 
your records straight.” 








scription of the principal executive offi- 
cers. It ought to include the names of all 
directors and their affiliations other than 
that of a director of the company. Very 
frequently analysts like to see a photo- 
graph of one or two of the top executives. 


Hucu Pastoriza, do you have any 

* comments to make on this part of 
Longley Walker’s presentation? 

A. As to the distribution of common 

stock, the analyst is most interested in the 

amount of stock held in the territory and 


in the type of holder—individual, institu- 
tional, trust, pension fund, etc. 

The convenience of a balance sheet 
spanning two years should be especially 
emphasized. It saves pulling out last year’s 
report to make comparisons. 

The type of capitalization statement 
mentioned by Mr. Walker has already 
been adopted by a number of companies. 
The summing up of all common equity 
items in one subtotal, and the setting down 
of a grand total of all capitalization items 
are very helpful to the analyst. 
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Personally, I have some doubt that all 
the statistical details which Mr. Walker 
mentioned, will be meaningful to many 
readers of the report who are not analysts, 
so that the annual report might be im- 
proved from the layman’s point of view 
by putting them rather in the statistical 
booklet. 

Q. Now could you discuss the substance 
of the statistical booklet ? 

A, The data on the insurance company 
report are a pretty good indication of what 
is necessary for the study of a single year’s 
operation. The earnings and statistical 
tables required for the S-1 prospectus in- 
dicate the more important data needed 
for studying longer periods. In any in- 
dividual case, the company should give 
these standard figures and then add such 
further statistics as the peculiar situation 
of the company made important. 

Because of the different characteristics 
of transmission companies and distribu- 
tion companies there may be considerable 
variations in the type of data included in 
various companies’ statistical booklets. 


HE items which Mr. Walker has in- 
dicated as desirable for the annual 
report would all be wanted in the statis- 
tical booklet—but generally in more detail. 
I have made a survey of the material 
included in a few statistical booklets and 
because of the special characteristics of 
gas companies it appears to me that points 
which might be emphasized are: 
1. Supply, its cost, and business ex- 
pansion possibilities as limited thereby. 
2. House-heating saturation. 
3. House-heating costs—gas com- 
pared to competitive fuels. 
4. Planned expansion of house heat- 
ing. 
MAY 26, 1955 


5. Sinking-fund schedules and com- 
parison with depreciation. 


The analyst’s chief difficulty with gas 
companies in these times is normalizing 
earnings. This is unfortunate all around. 
He tends to take the bad years as normal 
and to overdiscount the good years. 

In so far as the weather effect is con- 
cerned, normal and current DDD figures 
are helpful. The company estimate of 
the effect of abnormal DDD on revenue, 
net, and earnings per share would also 
be desirable. Method of derivation 
should be explained. 

Changes in gas cost, and retroactive 
changes in rates and refund of increases 
disallowed, can all be normalized for past 
years, and should be in the tables. 


J oHN F. Cuttps: Now that we have cov- 

ered the written reports, there re- 
mains the problem of getting them before 
the proper audience. 

Q. Miss Cruthers, since you are an ex- 
pert on mailing lists, what are some ways 
in which a company might make certain 
that it is doing all it can in this matter of 
circulation? 

A. There is no one established pattern, 
it depends on the types of holders of your 
securities. So here are a few of the con- 
siderations : 


(1) Your large owners should be 
first on your list. Also in this group 
you might include the investment bank- 
ing houses and brokerage firms which 
have taken an interest in your company. 
To make sure that you do not overlook 
anyone who might want detailed in- 
formation, you might wish to include 
a note in your annual report that your 
statistical booklet can be obtained upon 
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request. Some companies, such as Gen- 
eral Telephone Corporation, include a 
return post card offering copies of their 
statistical booklet in their annual report 
to facilitate requesting these releases. 

(2) Next on your list should be the 
rating agencies: Moody’s, Standard & 
Poor’s, and Fitch, and they should re- 
ceive every bit of financial information 
about your company. They disseminate 
information about your company con- 
tinuously throughout the entire coun- 
try. Their printed services are used by 
every financial house in all financial 
centers. 


In one of our information bulletins® 
we pointed out the great importance of 
these agencies for reasons other than 
just the ratings they place on security 
issues. These three organizations are 
also investment counselors for banks, 
for funds, and for individuals. They 
supervise the investment of very sizable 
amounts of money. One of the agencies 
has accounts totaling $3 billion under 
its supervision. 

(3) The next group to consider are 
the financial analysts. In all there are 
about 4,500, members of the National 
Federation of Financial Analysts So- 





8Irving Trust Company, public utility depart- 
ment, Public Utility Information Bulletin No. 5, 
October 14, 1954. 


e 


cieties. The federation publishes a di- 
rectory of membership annually so it 
is a simple matter to find out who they 
are. 

However, less than one-quarter of 
these are interested in utilities. 

Now the easiest way to find out all 
the analysts who are interested in your 
company is to send a return postal card 
to the entire membership asking them 
if they would like their names added to 
your mailing list for financial releases. 
This is usually done after an appearance 
before one of the societies, and some 
bait such as copies of the speech are 
offered at that time to increase the re- 
turns. 

The Transcontinental Gas Pipe Line 
Corporation used this technique after 
its talk to the New York Society last 
November. I understand they had over 
1,000 replies to the card. This type of 
mailing can easily be handled by use of 
the National Federation’s own mailing 
list, which is kept up to date. 

It is a good idea always to get the 
names of all those who attend your 
meetings at the Analysts Society, due 
diligence meetings, and the like. 

(4) There are many people interest- 
ed in your securities who are not mem- 
bers of the analyst societies. So it is 
best to have someone in a financial 


analyst has for his job. It should explain the factors which 


q “THE annual report is one of the most important tools the 


affected the company’s operations and earnings during the year 
under review, and indicate what took place during that period 
which resulted in any change in the financial condition of the 
company. It should give a description of the financial status 
of the company at the year end, and ought to indicate, in so 
far as possible, the situation the company faces in the future.” 
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house help you build up a list of these 
people. 

(5) Mailing lists have to be reviewed 
periodically for people change their 
jobs or titles and the companies change 
their addresses. To keep an accurate 
mailing list it needs constant recheck- 
ing. The letter sent out by General Pub- 
lic Utilities Corporation last December 
is a very fine example of how to do it. 

Building a mailing list is important, 
but this periodic review, perhaps every 
year, is just as important. This review 
might well be handled by a letter ex- 
pressing a company’s interest in keep- 
ing analysts regularly informed and 
then asking them for help in keeping 
your records straight. 


Let me conclude by saying that a mail- 
ing list of between 700 and 1,400, depend- 
ing on the particular company, will cover 
the security analysts who are interested 
in a utility company. 


Conclusion 


| pe F. Cuitps: There are real advan- 
tages to be gained by a well-thought- 


out investor relations program. Once the 
technique is established it can be carried 
out with relatively little time and expense. 
The analysts know what type of informa- 
tion they want to know about your com- 
pany and by keeping in close touch with 
a few of them you can readily find out 
what they want. Let me mention again the 
importance of considering all written ma- 
terial and personal contacts from the point 
of view of an over-all program in order 
to achieve the end results of making com- 
plete information available on a continu- 
ous basis. 


I WOULD like to say in ending that the 

utility industry has done a very excel- 
lent job in keeping the financial commu- 
nity informed about its operations; cer- 
tainly, in my opinion, better than any other 
industry. 

Everything we have mentioned here 
has been done by many and most utility 
companies. I can assure you that the 
financial community is very sincerely 
appreciative of the grand job that the 
utility industry has done in the field of 
investor relations. 





me | HAVE found myself asking time and again: ‘Why are we 
leaders?’ What are the qualities that have gwen the United 
States its dominant place in the world of today? 

“Obviously, our position results most importantly from our 
industrial strength, from our capacity to produce. For the real 
answer, however, we must look deeper, for we have no monopoly 
on the means of production or on the inventive brains, the resource- 
fulness or other human attributes of a people. But what we do have 
is something of which we find very little in Europe today—a devo- 
tion and a dedication to individual opportunity as assured by our 
Constitution and as taken as a matter of national right by all Ameri- 
cans. Our more obvious signs of strength—our industrial potential, 
our advanced technology, our ‘wealth’ as it is sometimes called, are 
all simply the fruits of the more basic and fundamental seeds— 
the seeds of human freedom and personal initiative.” 

—HeEnry B. Du Pont, 
Vice president, E. I. Du Pont de 
Nemours & Company, Inc. 
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Washington and 


the Utilities 


’ 
Magnuson’s Stew 


A’ idea that the controversial legisla- 
tion proposing to exempt gas produc- 
ers from FPC jurisdiction would go 
streaking through the Senate was nipped 
in the bud by the chairman of the Senate 
Interstate Commerce Committee, Sena- 
tor Magnuson (Democrat, Washington). 
Announcing a week’s postponement of 
hearings on such legislation (which 
started before his committee May 10th), 
Magnuson threw his own bill (S 1880) 
into the hopper May 3rd. 

It was far from being a simple bill to 
take the producers out of the Natural Gas 
Act, as originally proposed in a bill (S 
1498) by Senator Beall (Republican, 
Maryland). 

Incidentally, Senator Beall’s bill was 
withdrawn, although another bill sub- 
stantially along the same line was in- 
troduced by Senator Fulbright (Demo- 
crat, Arkansas). 

But Senator Magnuson’s bill had every- 
thing in it—producer amendments, coal 
amendments, some procedural amend- 
ments which the FPC had earlier recom- 
mended, and a provision for a general in- 


























vestigation of the natural gas industry. On 
top of that, Chairman Magnuson said that 
the Natural Gas Act needed a complete 
overhaul, the implication being that the 
job could not be done ina hurry. Further- 
more, the Senator apparently admitted 
the complications of his measure by say- 
ing that he did not agree with some pro- 
visions and did agree with others but was 
throwing them all in as a sort of potpourri 
for committee consideration at the request 
of various people. 

While this may be very democratic, it 
is not the sort of thing that makes for 
speed. Senator Magnuson’s committee 
could be chewing on “Magnuson’s stew” 
(the nickname promptly attached to his 
bill by several parties in interest) all sum- 
mer and well into the next session. In 
fact, there is some cynical thought that 
maybe that is what the distinguished Sen- 
ator from Washington has in mind. It 
was never understood that he was an en- 
thusiastic supporter of exempting produc- 
ers from FPC jurisdiction. 


| aap admitted as much himself 
in the following statement from the 
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floor of the Senate, announcing the hear- 
ings of his committee: 


. .. The hearings will cover the entire 
field of gas legislation, and the Natural 
Gas Act, which we hope to bring into 
line with modern conditions and the 
present needs of the country. 

The old act, passed seventeen years 
ago, has been outgrown in many re- 
spects, and we have many bills and sug- 
gestions on how we should amend it. 
It is a very controversial subject, and 
the producers, the interstate carriers, 
and the consumers all have different 
ideas as to how we should proceed. 

We must not only report a bill which 
will meet the approval of the Senate, 
but we must bring in a bill which will 
be fair to the producers and the car- 
riers, and one that will assure justice in 
prices to the consumers. 

We desire to consider fully all pro- 
posals and give everyone interested in 
the Natural Gas Act a full opportunity 
to state his views. 

To help get all suggestions before 
our committee at the hearing starting 
next week, I am introducing today sug- 
gestions made in the annual report of 
the Federal Power Commission for 
amendments to the act which the com- 
mission believes will modernize it and 
make it meet the changed conditions of 
the day, conditions which did not exist 
when the original act was passed. 


House Hearings Close 


Ov=™ on the House side the hearings 
on the parallel Harris-Hinshaw bills 
closed and the House Interstate Com- 
merce Committee was expected to report 
later in May. House backers of the Har- 
ris-Hinshaw producer exemption bills ap- 
peared to lack the votes needed to push 
their original legislation through the com- 
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mittee. If so, prospects for favorable 
committee action on the legislation advo- 
cated by producers may depend on their 
acceptance of modifications, perhaps along 
the line of the distributor utility amend- 
ments which would retain FPC controls 
over escalation clauses in all producer- 
pipeline contracts. However, Representa- 
tive Harris (Democrat, Arkansas), spon- 
sor of one of the bills, has often remarked 
that legislation, so modified, would 
amount, in the producer’s view, to “no 
legislation at all.” 

Further FPC testimony in favor of the 
Harris-Hinshaw bills was taken on the 
House side before the hearings closed. 
But the FPC surprised supporters of the 
bills, indicating a willingness to work with 
a committee compromise containing FPC 
jurisdiction over escalator contracts. Safe- 
guards to give FPC regulatory jurisdic- 
tion over existing producer-pipeline con- 
tracts where such clauses exist, FPC 
Chairman Kuykendall said, would not be 
contrary to public interest. Under the 
terms of the present bills, FPC would have 
controls of this sort only over “new” or 
“renegotiated” contracts. Chairman Kuy- 
kendall disputed claims of Representative 
Harris that, if so controlled, producers 
“would be no better off than before.” He 
said he thought “producers would not be 
so much involved in the regulatory proc- 


” 


ess. 
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A New Partnership Plan 


ee: recent bill by Representative Coon 
(Republican, Oregon) for federal 
construction, ownership, and operation of 
the John Day dam in Oregon may be the 
tip-off of the latest “partnership” power 
program of the Eisenhower administra- 
tion. If approved by the Department of 
Interior and the Budget Bureau (where 
it was under study), and if favorably re- 
ceived in Congress, the plan would estab- 

















lish a new pattern of financing for federal 
multipurpose projects. At the same time, 
it would give private utilities more access 
to power from government-built dams. 
(See, also, page 622. ) 


Under the terms of the Coon Bill, these 
local interests would pay $273,000,000 (or 
more, if needed) in advance for future 
generated power. Though the Army En- 
gineers would construct the entire $310,- 
000,000 multipurpose development, tax- 
payers would finance only the $37,000,000 
estimated costs of navigation, flood-con- 
trol, irrigation, and other nonreimbursa- 
ble features. 

There are three Northwest utilities, 
Washington Water Power Company, Pa- 
cific Power & Light Company, and Port- 
land General Electric Company, which 
have offered to supply the entire $273,- 
000,000. According to executives of these 
utilities, willing investors, mainly insur- 
ance companies, have already been found. 
Despite the fact that these utilities are 
willing to pay all power costs, Represent- 
ative Coon has emphasized that other 
utilities, including public utility districts, 
co-operatives, and municipal systems are 
asked to participate, sharing power on the 
basis of their part in the financing. FPC 
would be directed to decide on the basis 
of actual applications as to who should put 
up how much of the money. 

“Preference customers,” who would 
have to pay their own way, just like other 
participants, are naturally unenthusiastic 
about being thrown off the federal gravy 
train. Hence the expected opposition of 
the public power bloc in Congress to the 
Coon Bill. The Budget Bureau already is 
under fire from this quarter because of 
its efforts to revise previous intradepart- 
mental memorandum (A-47) so as to re- 
strict administration recommendation for 
direct federal participation in power 
phases of multipurpose projects. 
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Representative Trimble (Democrat, 
Arkansas) has been quoted in a syndicated 
newspaper column as firing broadsides at 
the Budget Bureau, accusing it of trying 
to wreck the federal power program. The 
Budget Bureau simply claims it is trying 
to get administration financial commit- 
ments of projects for local benefits on an 
orderly basis for appropriations. The 
John Day dam has been authorized to be 
built by the Army Engineers but funds 
have not yet been appropriated by Con- 
gress. 


J. ore from the John Day dam, a Sen- 
ate reclamation subcommittee heard 
public power advocates blow off more 
steam on the controversial Hell’s Canyon 
development. Spokesmen for the Farm- 
ers Union accused the administration and 
private utilities of plotting the destruction 
of public power. They assailed the ad- 
ministration and the Idaho Power Com- 
pany in statements before the subcommit- 
tee’s hearing on a bill (S 1333) to au- 
thorize the proposed federal Hell’s 
Canyon dam in the Snake river between 
Idaho and Oregon. Idaho Power is seek- 
ing Federal Power Commission licenses 
to build three dams in the Hell’s Canyon 
reach of the Snake river, which would 
flood the proposed federal project site. 

Angus McDonald, representing Presi- 
dent James G. Patton of the National 
Farmers Union, said the present Repub- 
lican administration “has reversed the his- 
toric policy of Congress in regard to pub- 
lic power which has existed for more than 
fifty years.” 

C. E. Huff, manager of the Farmers’ 
Union Resources Corporation, declared 
that “the private power companies are on 
the march . . . spending millions of dollars 
in an attempt to mislead and confuse the 
American people . . . attempting to wreck 
existing public power programs.” 
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Minimum Wage Boost 
Threatens Small Phone 
Companies 


HE chances do not appear to be too 

good that the smaller telephone com- 
panies will be able to preserve the exemp- 
tion in the present Wage-Hour Law cov- 
ering operators’ wages at exchanges of 
750 or less. A Senate Labor subcommit- 
tee, headed by Senator Douglas (Demo- 
crat, Illinois), listened sympathetically to 
a witness for the small telephone com- 
panies at hearings last month, but both 
Secretary of Labor Mitchell and the presi- 
dent of the CIO Communications Work- 
ers have asked that the exemption be 
reviewed. 

Clyde McFarlin, president of the Mon- 
tezuma Mutual Telephone Company, 
appeared on behalf of the United States 
Independent Telephone Association in 
opposition to any increase in the minimum 
wage above 75 cents an hour or to a re- 
peal of the present exemption for small 
exchanges. Such action, said McFarlin, 
would result in increased cost for tele- 
phone service to users, impose an undue 
financial burden on small telephone com- 
panies, and would cause a large number 
of telephone operators to become unem- 
ployed. 

McFarlin pointed out that anv increase 
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in the hourly wage rates of operators must 
be passed on to telephone subscribers. 
“The income of telephone companies is 
derived entirely from compensation paid 
by subscribers for telephone service,” he 
told the committee. “The rates charged 
subscribers, therefore, are fixed by oper- 
ating costs and a fair rate of return upon 
capital investment. There is no way for 
a telephone company to absorb any of the 
costs of a wage increase by mass produc- 
tion except by reducing its return on capi- 
tal. The number of operators required is 
determined by the volume of calls han- 
dled. Therefore, an increase in the local 
calling rate increases operating costs with- 
out any corresponding increase in in- 
come.” 


he to the increase in wages and higher 
costs of telephone equipment, taxes, 
and other items, McFarlin said, it has been 
necessary for all telephone companies to 
increase their subscriber rates, some of 
them several times since the end of the 
war. Labor union testimony to the con- 
trary, “regulatory bodies are becoming 
most reluctant to grant any increase in 
rates” and it does not follow that increased 
wages would be taken care of by regu- 
latory commission approval of rate in- 
crease applications. Most of the small 
telephone companies are now earning 



























considerably less than the 6 per cent re- 
turn on invested capital that is generally 
considered a fair return. Furthermore, 
McFarlin added, regulatory bodies can 
only fix rates; they cannot compel the 
customer to pay them. 

“It is our belief that an increase in 
the minimum hourly rate to $1 per 
hour, coupled with the repeal of our ex- 
emption, would make the cost of telephone 
service prohibitive in many of the smaller 
exchanges,” McFarlin told the committee. 
He reminded the committee that a wage 
increase hits telephone companies three 
times a day, and there is no way by which 
the telephone companies can escape this 
burden because they operate on three 
8-hour shifts. McFarlin stated: 


. . an increase of 25 cents an hour 
in the minimum hourly wage rate paid 
operators means that all operators must 
be paid an increase of that amount or 
more. ... there are differentials in the 
operator hourly rates based on seniori- 
ties, skill, and other factors. An in- 
crease, therefore, in the minimum hour- 
ly rate from 75 cents to a dollar an hour 
would mean an increase of at least 25 
per cent in the total operators’ payroll. 
It may indeed be even more than that, 
because of increases in wages of still 
other employees made necessary in 
order to preserve differentials among 
the several employee classifications. 


I" addition to the burden imposed on 
telephone companies by an increased 
minimum hourly rate, due to the fact that 
it hits the companies three times a day, 
there is the fact that wages account for 
such a high percentage of the operating 
costs of telephone companies. McFarlin 
quoted the senior engineer of the Indiana 
Public Service Commission as saying: 
“As we all know, wages account for a 
higher percentage of operating costs in 
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the telephone business than in most 
others.” Wages of telephone companies 
run from 65 to 80 per cent of operating 
expenses, McFarlin stated, as contrasted 
with approximately 50 per cent for rail- 
roads and 30 per cent for electric utilities. 

In conclusion, McFarlin told the com- 
mittee that economic conditions in the 
rural areas in which a great majority of 
the small telephone companies operate do 
not justify an increase in the minimum 
hourly wage rate in any amount above 
75 cents an hour. Such an increase would 
result in an increase in telephone rates to 
subscribers, and would result in hardship 
to the telephone companies themselves. It 
would retard increase in the capital in- 
vestment which independent companies 
have been making since the war in fur- 
nishing telephone service to new subscrib- 
ers and improving existing telephone 
service for present subscribers. McFarlin 
said: 

A repeal of the present operator ex- 
emption would result in the sale to 
larger companies or abandonment of a 
large number of very small telephone 
companies that are now manually op- 
erated, or, in the alternative, would re- 
sult in their conversion to dial. The net 
result would be that there would be a 
decrease in the number of operators 
employed by these small independent 
telephone companies. 


oo pointed out that the result 
of dial conversion upon employ- 
ment in a small community is different 
from that in a large community. The ex- 
perience of the Bell system, he said, has 
been that the conversion to dial has re- 
sulted in an increase in toll business, so 
that operators who were formerly em- 
ployed in local dial exchanges are trans- 
ferred to toll service, and there is no loss 
of employment. However, when a small 
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exchange is converted to dial, no oper- 
ators, either local or long-distance, are 
necessarily required at these exchanges. If 
such operators who are displaced desire 
employment in the telephone industry, it 
is necessary for them to leave their home 
community and go to a larger community 
where there is a need for their services. 
In many cases, due to family situations or 
other conditions, they are not able to make 
this change, with the result that they be- 
come permanently unemployed, unless 
they have the capacity to adapt themselves 
to some other employment. 


° 
Virginia Commission Rules on 


Local Phone Tax Issue 


des omic corporation commission has 
approved a request of the Chesapeake 
& Potomac Telephone Company to col- 
lect gross receipts taxes, levied as license 
taxes, from subscribers within the politi- 
cal subdivisions charging the tax. The 
ruling followed a hearing in which Bell 
company officials warned that a wide- 
spread movement to impose gross receipts 
taxes (to be absorbed by all the company’s 
customers) would probably result in a 
general rate increase. The company pro- 
posed that such taxes be borne only by the 
customers in those localities which impose 
the levies. Two Virginia counties and 13 
municipalities now impose gross receipts 
taxes on the company. 

At the hearing, John D. deButts, gen- 
eral commercial manager for the com- 
pany, reviewed the history of local gross 
receipts taxes as a license tax upon the 
company. DeButts said such _ taxes 
amounted to $87,000 in 1954. Since that 
time, the city of Portsmouth enacted an 
ordinance calling for a 3 per cent tax on 
local gross receipts. “A few communities 
in Virginia,” he said, “are obtaining tax 
revenue at the expense of the many, many 
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communities which do not now impose 
such taxes.” The company’s proposal was 
designed to remove “the discrimination 
which places the burden of these special 
taxes upon all the users of telephone 
service,” deButts said. __ 

Another company official pointed out 
that if all the localities which presently 
have such power were to impose 3 per 
cent gross receipts license taxes on the 
telephone company, the total amount 
would approximate $1,000,000 per year, 


_ based on the company’s 1954 level of reve- 


nue. 

This would mean that the company 
would be obliged to seek rate relief and 
charge all of its customers more in order 
to pay the localities imposing such taxes. 

“The added dollars of tax are not the 
sole danger in this situation,” Blake T. 
Newton, Jr., told the commission. “The 
real vice is that the present system actually 
invites such taxes. So long as these taxes 
are borne by customers outside the locali- 
ties that vote and spend them, there is 
obviously a strong inducement to use this 
form of tax to meet local revenue needs.” 


HE commission agreed that the tax 

should be limited to the locality in 
which it was levied. The commission held 
that local subscribers should pay the local 
tax because they “are the citizens who 
benefit directly from the levy of the tax. 
. . . the proceeds of the tax are used to 
pay the expenses of that locality, to main- 
tain its streets, parks, schools, and police 
and fire departments. If this tax were not 
levied, the citizens of that locality would 
have to pay an equal amount in other 
taxes.” 

Opponents at the hearing had attempted 
to show that a gross receipts tax was no 
different in principle than franchise fees, 
but the commission said the case before 
it involved only the gross receipts tax. 
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Financial News 
and Comment 


By OWEN ELY 


New Financing Method for 
“Partnership” Power Projects 


HE utility limelight seems centered on 

the Pacific Northwest these days. Im- 
portant new proposals have been made 
recently for financing the development of 
hydroelectric power developments on the 
Columbia river, and the pipeline to bring 
natural gas to the area has recently been 
financed. (See page 617.) 

Two separate proposals have been made 
almost simultaneously by established util- 
ity groups, which propose to develop huge 
new hydroelectric facilities at widely sepa- 
rated spots on the Columbia river. One 
of these groups, the Puget Sound Utili- 
ties Council, in which President Frank 
McLaughlin of Puget Sound Power & 
Light is an active participant, proposes a 
2,700,000-kilowatt water storage project 
at Mica Creek on the Columbia river in 
British Columbia, at a cost of some $250,- 
000,000. The other group, in which Presi- 
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dent Kinsey Robinson of Washington 
Water Power is an important principai, 
has recently proposed a 1,000,000-kilowatt 
project at John Day on the lower part of 
the Columbia river (not far from Bonne- 
ville). Mica Creek would cost about $250,- 
000,000 and John Day about $310,000,- 
000. 

There is one interesting feature in com- 
mon about both proposals. In each case 
the government concerned—the Province 
of British Columbia in one case and the 
U. S. government in the other—would 
own and operate the dam (and also the 
hydro plant, in the John Day proposal). 
While the utility groups would finance the 
major construction cost in each case, they 
would be paying in advance for future pur- 
chases of power over a long period of 
years. 


HIS seems to represent a new and in- 
teresting method of financing big 
power projects. It appears to counteract 
the “give-away” argument made by public 
power proponents. With the government 
retaining ownership of the dam and power 
plant, the proposal is merely a long-term 
purchase agreement for the product, elec- 
tricity. The U. S. government would not 
have to increase its debt in order to con- 
struct the project, as formerly appeared 
necessary. 
In the case of the John Day proposal 
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the three utility companies would raise 
$273,000,000 or nearly 90 per cent of the 
cost, the balance being supplied from ex- 
isting government funds for navigation, 
flood control, and irrigation. Representa- 
tive Coon (Republican, Oregon) intro- 
duced a bill in the House on April 21st 
that would enable all types of private utili- 
ties and public bodies—state agencies, mu- 
nicipalities, public utility districts, and 
rural electric co-operatives—to participate 
in the program. Each would share the 
power produced in proportion to its share 
of the financing. (See page 622.) 

A spokesman for the utility group was 
quoted as follows by The New York 
Times: 


The feasibility of the financing plan 
has been discussed with responsible in- 
vestment sources, and assurances have 
been given that utilities interested in 
participating can get the money for con- 
struction of the power facilities on a 
reasonable basis. 


HE Puget Sound Utilities Council has 

just issued an elaborate 122-page 
copyrighted brochure on its power pro- 
gram, representing the summary of a re- 
port by Jack D. Stevens, consulting engi- 
neer of Seattle, with many tables, maps, 
and charts. This study, despite its mass of 
detail, does not throw much light on the 
proposed new method of financing—the 
plan to sell bonds to insurance companies 
to finance future power purchases from 
British Columbia. Neither did the reports 
of the John Day project (said to be under 
study by the Budget Bureau at Washing- 
ton) explain just how the insurance com- 
panies would be reimbursed and protected 
for their big loan. Presumably, in each 
case there would be some sort of a pur- 
chase contract from the governmental 
agency involved, and a resale agreement 
with the utility group in consideration of 
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annual payments equaling the interest, and 
a 100 per cent sinking fund covering the 
amount of the loan. It seems likely that 
this would be a British-type sinking fund 
so that the annual payments would be 
equalized over the life of the purchase 
contract—the proportion of the payment 
allocated to sinking fund increasing from 
year to year as interest payments are 
reduced. 


_ the two projects do not appear 
to be antagonistic in any way, they 
may have to be “geared” together by some 
agency, such as the Interior Department 
or the FPC. The Mica Creek plan would 
increase the amount of available firm 
power for the proposed Wells, Rocky 
Reach, Priest Rapids, and John Day dams 
by some 690,000 kilowatts, Mr. Stevens 
estimates. Three additional generators 
would have to be installed at The Dalles 
and possibly a third powerhouse at Grand 
Coulee. 

The Mica Creek dam, about 700 feet 
high if completed, would impound 10,- 
500,000 acre-feet of storage, or over twice 
the amount at Grand Coulee. Of the total 
2,700,000 kilowatts estimated capacity, 
800,000 kilowatts of prime power could 
be developed at the site, 800,000 kilowatts 
at other locations in British Columbia, and 
the remaining 1,100,000 kilowatts would 
represent the increased potential at down- 
stream plants in the United States. The 
figures refer to prime power. The Puget 
Sound Utilities Council would obtain at 
least 800,000 kilowatts of the latter from 
federal plants in the United States, in re- 
turn for its investment. This power would 
have to be adequate to cover the cost of 
the $250,000,000 investment at the going 
rate for federal prime power; the remain- 
ing power increment would be shared with 
the government. With the dam financed 
by the council, the only expense to the 
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Province of British Columbia would be 
for the construction of power facilities at 
the site. The cost of this power would be 
very low and should attract large indus- 
tries, especially light metals and chemicals. 


yes of these huge projects would 
doubtless be co-ordinated with the 
operations of the Northwest Power Pool, 
a voluntary organization of 11 utilities 
serving major load areas in Oregon, 
Washington, Idaho, Montana, Utah, and 
British Columbia. The Seattle and Tacoma 
municipal systems, plus the big federal 
dams and transmission networks, are also 
important parts of the pool organization. 
Efforts are now being initiated to improve 
the interconnection between the eastern 
group of utilities (in Utah, Idaho, and 
Montana) and the western group by pro- 
viding more adequate interconnection 
facilities. 

The territory served by the Puget Sound 
Utilities Council includes the northeastern 
section of Washington, excluding the 
Olympic mountain area; it contains about 
one-quarter of the area, 60 per cent of the 
population, and nearly two-thirds of the 
industry of the state. Mr. Stevens fore- 
casts that, as in the past, this section will 
grow faster than the entire Northwest 
just as the latter is expected to maintain 
a more rapid growth than the nation as a 
whole. His report to the council regard- 
ing the outlook for the Pacific Northwest 
is highly optimistic: 

In the period 1960-75 the rate of 
population growth may be greater than 
in 1950-60, assuming the maturing of 
certain economic developments. . 

Expanding ocean trade with the 
Orient and related services, arising 
from the new economic programs for 
Japan and the Philippines, and the re- 
cently stimulated industrial development 
of Alaska and northern British Colum- 
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bia, also are expected to have a favor- 
able impact on the economy. Within the 
region itself the transition to more 
manufacturing, both heavy and light, is 
expected to continue. Wood products 
industries are creating large demands 
for specialized products—for plywood, 
pulp and paper, paperboard, hard board, 
and insulating board. Arrival of natural 
gas and construction of petroleum re- 
fineries on Puget Sound will probably 
bring some petrochemical plants. Like- 
wise, the mineralized hinterland will 
yield increasingly to more careful explo- 
ration and development. Additional elec- 
tro-process plants, using northwest as 
well as imported minerals and low-cost 
hydro power, probably will be attracted 
to the Puget Sound and Wenatchee 
areas. Finally, the ample waters of the 
lakes, rivers, snow fields, and glaciers 
of the Olympic peninsula and Cascade 
mountains may soon be recognized as 
one of the region’s greatest assets... . 


HE five utilities comprising the Puget 

Sound Utilities Council now operate 
23 plants, of which 18 are hydro and five 
are steam. When Ross generator No. 4 is 
placed in operation in 1957 and the new 
Gorge dam is completed in 1959, the coun- 
cil utilities will have a prime power capa- 
bility of 807,000 kilowatts. The Stevens 
report presents on page 89 a summary of 
the balance sheets of the five members of 
the council, from which the following (in 
millions) is summarized in order of size: 


Net Utility Long-term 


Plant Debt 

Seattle City Light* .... $170 $137 
Puget Sound P.& L. ... 89 36 
Tacoma City Light ..... 60 22 
Chelan County PUD ... 36 42 
Snohomish County PUD 19 19 
573 (Se eee $374 $256 





*Headed by Dr. Paul J. Raver, former Admin- 
istrator of Bonneville. 
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Natural Gas for the Pacific 
Northwest 


i long studied and debated— 
bringing natural gas to the Pacific 
Northwest either up from the San Juan 
basin and smaller fields.in New Mexico, 
Colorado, and Wyoming, or down from 
the Peace river in Alberta, through British 
Columbia—was finally decided by the FPC 
in favor of the former route. However, 
a late compromise was effected whereby 
Pacific Northwest Pipeline Corporation 
has agreed to buy Canadian natural gas at 
a later date from Westcoast Transmission 
Company, Ltd., at the international bound- 
ary in western Washington. 

The initial delivery capacity of Pacific 


Northwest’s pipeline (expected to be com- 
pleted by the summer of 1956) will be 
293,000 Mcf per day, and when additional 
compressor stations are completed in the 
next two years this will increase to 343,- 
000 Mcf per day. Commencing November 
1, 1957 (if facilities are ready), an addi- 
tional 200,000 Mcf per day will be taken 
from Canada, with increasing amounts in 
the two years following. Westcoast has 
obtained authority from the Alberta gov- 
ernment to export 190,000,000 cubic feet 
daily and will obtain its additional export 
needs from smaller fields in British Co- 
lumbia. Pacific Northwest must still ob- 
tain FPC authorization to import the 
Canadian gas, but apparently no difficulty 
is anticipated. 


e 


APRIL UTILITY FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 


Description 
Mortgage Bonds 
4/7 $5.0 Kentucky Utilities 1st 3%s, 1985 ..... 
4/7 7.5 West Texas Util. Ist 3%s, 1985 ...... 
4/13 12.0 Central Maine Power Ist 38s, 1985 .. 
4/19 50.0 Philadelphia Elec. 1st 34s, 1985 ...... 
Debentures, etc. 

4/6 25.0 Tennessee Gas Trans. Deb. s.f. 4s, 1975 
4/28 17.2 “— ' Northwest Pipeline 54% 

REG, craseisic, sere sisaie wreinneysildieereie'ets 


Preferred Stocks 
4/14 20.2 Pub. Ser. of Indiana 4.20% Conv. .... 
4/27 15.0 — Gas Pipe Line $4.90 
Se NE PASTS oh avaiavalerelsiave oF ep alone 


Date Amount 


Common Stocks—O ffered to Public 
4/14 5.2 Savannah Electric & Power ......... 
Aye) §=ZEO PaGiie TAGHUNS ccvickesecceescesece 


Common Stocks—Subscription Offerings 


4/21 1.5 Western Light & Telephone ........ 
4/28 15.5 Pacific Northwest Pipeline ......... 





Price Under- Offer- Indicated 
To writing ing Moody Success of 
Public Spread Yield Rating Offering 
101.04 55€ 3.32% A a 
102.00 JIG 3.27 A d 
100.85 .69C 3.00 A b 
100.10 IG 3.12 Aaa c 
101.25 1.15N 3.91 Baa a 
72 2.45N _ — a 
105.00 — 4.00 — + 
100.00 3.00N 4.90 — b 
Earnings- 
Price 
Ratio 
31.50 1.20N 48 7.5 a 
40.00 1.33N 5.0 6.0 a 
— 5.9 9.0 e€ 
10.00 _ — — f 


a—It is reported that the issue was well received. b—It is reported that the issue was fairly well re- 


ceived. c—It is reported that the issue sold somewhat slowly. d—It is reported that the issue sold slowly. 
e—Offered to stockholders on a 1-for-7 basis, rights expiring May 4th. The issue was underwritten. {—The 
issue was offered to stockholders on a 1-for-2.221 basis, rights expiring May 9th. The offering was not 
underwritten. *The issue was offered in units of $60 54 per cent interim notes and one share of common. 
The notes are payable at maturity, at the option of the company, by one share of $3.30 preferred stock. 
**__The issue was offered to common stockholders without underwriting on a 1-for-21 basis, rights expir- 
ing May 9th. The stock is convertible into three shares of common stock beginning July 1, 1956. 
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Pacific Northwest has contracts under 
which it will acquire oil and gas leases 
covering about 460,000 acres in the San 
Juan basin, from which it expects to pro- 
duce the major part of its gas require- 
ments. It now has about 77 gas wells com- 
pleted and plans to drill 144 additional 
wells prior to commencing operation of 
the new pipeline. 


HE estimated cost of completing the 

system properties is $119,000,000 for 
the pipeline system and $42,000,000 for 
acquiring production facilities and build- 
ing an extraction plant and gathering sys- 
tem, making a total of $161,000,000. An- 
other $21,000,000 will be required for ad- 
ditional wells, compressor stations, and 
gathering facilities to be installed in the 
first two years of operation. 

The initial capitalization of Pacific will 
be approximately as shown in the table 
below. 

As no pro forma balance sheet was pub- 
lished in the prospectus of April 28th, it 
is difficult to estimate the capital ratios 
at the beginning of operations. The mort- 
gage bonds were placed with institutions. 
A syndicate headed by White, Weld & 
Co. offered the $17,220,000 53 per cent 
interim notes and 287,000 shares of com- 
mon stock in the form of units, each unit 
consisting of $60 principal amount of note 
and one share of common stock (which 
will be separately transferrable after Au- 
gust 31st). The units were offered at $72 
and were in strong demand, going to a 
premium on the sale date (1,549,100 


e 


shares of common stock were also sold on 
a rights basis to common stockholders of 
record). Net proceeds of the entire financ- 
ing program approximated $155,000,000; 
and bank loans will be drawn down from 
time to time as funds are needed. The un- 
secured notes to the two oil companies 
will be delivered in payment for certain 
oil and gas leases. 


fies company will sell natural gas for 
resale in Washington, Oregon, and 
southern Idaho, which comprise the only 
major market area of the United States 
in which natural gas is not now available. 
The company has also been authorized to 
supply gas to cities and towns along its 
route, and has executed sales contracts 
with a number of utility companies, the 
more important of which are the follow- 
ing: 


Initial Delivery 
(Max. Daily Mcf) 





Colorado Interstate Gas ........ 100,000 
idaho Natural Gas ............. 41,660* 
RORATHR NOIRE a, fae oc 6 oe oss Bisse 31,800 
Cascade Natural Gas ........... 24,093 
Spokane Gas & Fuel ............ 14,000 
United Gas Corp. of Washington. 14,150 
Oper companies: ...................5 6,470 
1 RS ee ae eee are 242,173** 





*No contract has yet been executed, but Idaho 
has offered to buy the gas for service to 27 
municipalities in southern Idaho. 
wae which 43,429 Mcf is on an interruptible 

sis. 


ee Charles H. Gueffroy of Port- 
land Gas & Coke Company recently ad- 
dressed a luncheon forum of the New 
York Society of Security Analysts. In this 








First Mortgage Pipeline 44s Due 1975 .......... $93,200,000 
34% Unsecured Bank Loans Due 1958-62 ....... 26,800,000 
54% Interim Notes Due June 1, 1957 ......... 17,220,000* 
32% Unsecured Notes Issued to Phillips Petroleum 

MN NOUNS BGES ive ics oc so sees sees 605416 0% sie 6,329,000 
ere pec Ce an (cg bt a rr 2,533,388 shs. 





eT ONE Tn 


*Payable at maturity at the company’s option by delivery of one 
share of $3.30 preferred stock for each $60 of notes. 
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connection the company prepared a 36- 
page brochure on “Progress with Natural 
Gas” which describes the territory (par- 
ticularly the city of Portland) and the Pa- 
cific Northwest Pipeline. Portland Gas & 
Coke and its predecessors have had a 95- 
year record of producing and serving 
manufactured gas; over the past decade 
or so the company has been in successful 
competition with very cheap electricity 
from Bonneville. Last year it produced 
manufactured gas from California fuel 
oil at the very low cost of 53 cents per 


e 


Mcf, after crediting substantial revenues 
from sale of the by-products. Because of 
its low average gas rates the company’s 
sales have been nearly twice as much as 
the combined sales of all other gas com- 
panies in the states of Oregon and Wash- 
ington. When natural gas is obtainable 
for a full year’s normal operations in 
1957, the company expects the production 
cost to drop to 33 cents per Mcf. 

The company serves not only the ex- 
panded area in the city of Portland but 
operates an extensive pipeline system. 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 


Latest Latest Latest Latest 
Unit Month 12 Mos. Month 12 Mos. 
Operating Statistics 
Output KWH—Total (February) ....... Bill. KWH 40. 481.2 14% 8% 
Hydro-generated ........ ep 8.6 _ _ _ 
Steam-generated ......... 5 ah _ 19 os 
Gabaciy (CVARUALYD cies saad hsciseaeees Mill. KW 103.6 _ 13 _ 
Peak Load (November) ................ = 82.0 = 9 — 
Fuel Use (February): Coal ............ Mill. Tons 11.1 — 22 _— 
or eee Mill. MCF 63.6 _ D16 _— 
ones Mill. Bbls. 74 — 30 — 
EGAN ROC Beth Sirk aoeel cased wegen hele Mill. Tons 43.0 — D2 — 
Customers, Sales, Revenues, and Plant (January) 
KWH Sales—Residential ................ Bill. KWH 8.1 80 8% 12% 
GGHIMERCIAl 6 csidiwc evens - 5.1 60 5 11 
LeNT a “ 13.9 154 13 — 
Total, Incl: Mise: ..ii..... : 34.5 377 10 5 
Customers—Residential ................. Mill 33.4 a 3 3 
Ons ot) i 49 —_ 2 2 
LS ce 3 Bs 4 2 
Total, Inck Others ............ 40.8 — 3 3 
Income Account—Summary (January) 
Revenues—Residential .................. Mill. $ 215 2,234 7% 10% 
Oociil. cc: i ne arr 137 1,593 5 1 
CUS | See 2 150 1,710 9 D2 
Total, Incl. Misc. Sales ...... " 546 6,076 7 6 
Sales to Other Utilities ...... = 41 435 12 5 
Misc: Income 2.6.05 60665080005 zi 28 236 D18 8 
Expenditures—Fuel ...................4- 3 978 - D3 
[ee eee eee as 101 1,216 3 5 
Misc. Expenses .......... a 957 10 a 
Depreciation ............. a 57 11 12 
FAM (888 Weir Gs an ‘“ 139 1,434 8 8 
(CS i i re 4 35 395 10 9 
Net PHCOme cc o6... ose cca és 113 1,141 1 10 
Preferred Dividends ...... 12 145 3 4 
Bal. for Common Stock .. c 101 996 2 10 
Common Dividends ....... - 57 714 — 9 
Electric Utility Plant (January) ‘a 28,245 10 
Reserve for Depreciation and Amort. .... 5,328 — 8 _— 
Net Electric Utility Plant .............. < 22.917 — 10 
D—Decrease. NC—Not comparable. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 





























Share Earnings*—— Abprosz. 
1954 5/4/55 Divi- Cur- Price- Div. Common 
Rev. Price dend Approx. rent % In- 12Mos. Earns. Pay- Stock 
(Mill.) About Rate teld Period crease Ended Ratio out Equity 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 19 $ .60 3.2% $1.59 22% Dec. 11.9 38% 34% 
14 O East. Tenn. Nat. Gas... 10 .60 6.0 54 35 Mar. 25 ti a7 
44 S Mississippi Riv. Fuel .... 58 2.40 4.1 2.64 3 Dec. 22.0 91 54 
48 S Southern Nat. Gas ...... 34 1.60 4.7 1.89 D8 Dec. 18.0 85 26 
143 O Tenn. Gas Trans. ....... 34 1.40 4.1 1.89 15 Dec. 18.0 74 18 
150° © Texas Past: Trans....... 27 1.40 “P4 1.74 NC Mar. 15:9 80 19 
63 © Texas teas Trans. ....... 22 1.00% 4.5 1.61 8 Sept. 13.7 62 28 
63 O Transcont. Gas P. L..... 29 1.40 48 2.11 17 Dec. 13.7 _ 66 21 
Averages ........ 4.6% 16.4 76% 
Integrated Companies 
122 S American Nat. Gas ..... 51 $2.00 3.9% $3.52 12% Dec. 14.5 57% 32% 
30 O Colo. Interstate Gas ..... 65 1.25 1.9 2.27 57 Dec. — 55 28 
260 S Columbia Gas System... 164 .90 bs 1.10 49 Mar. 15.0 82 42 
9 O Commonwealth Gas ..... 9 (a) 4.0a 55 15 Dec. 164 — 68 
10 A Consol. Gas Util. ....... 14 75 5.4 89 D25 Jan. 57 84 57 
213 S~ Consol. Nat:.Gas ........ 34 150 4.4 2.67 30 Dec. 12.7 56 64 
144 S_ El Paso Nat. Gas ....... 47 2.00 4.3 1.89 D42 Dec. — 106 21 
34 S Equitable Gas .......... 27 1.40 5.2 1.81 D1 Dec. 14.9 77 34 
12 O Kansas-Neb. Nat. Gas .. 36 1.20 33 1.30 D24 Dec. —_ 92 34 
78 S Lone Star Gas ......... 32 140 44 1.89 4 Mar. 16.9 74 39 
22 S Montana-Dakota Utils... 27 1.00 3.7 1.46 54 Dec. 18.5 68 35 
18 O Mountain Fuel Supply .. 28 1.00 3.6 1.42 4 Dec. 19.7 70 59 
64 A National Fuel Gas ...... 20 1.00 5.0 1.40 40 Dec. 14.3 71 55 
89 S Northern Nat. Gas ..... 44 2.00 45 2.76 39 Dec. 15.9 ye 31 
37 S Oklahoma Nat. Gas ..... 24 1.20 5.0 1.58 44 Feb. 15.2 76 30 
87 S Panhandle East. P. L. .. 8&4 3.00# 3.6 4.26 D7 Dec. 19.7 70 31 
10 O Pennsylvania Gas ....... 21 1.00 48 1.79 126 Dec. 11/7 56 100 
146 S Peoples Gas Lt. & Coke .. 158 7.00 4.4 10.85 6 Dec. 14.6 65 36 
23 O Southern Union Gas .... 21 100 48 1.39 64 Sept. 15.1 72 ~=— (34 
215 S United Gas Corp. ....... 33 150 45 2.07 4 Dec. i568 72. 4 
Averages ........ 4.3% 15. 72% 
Retail Distributors 
23 A Alabama Gas ........... 34 $1.28 3.8% $1.85 23% Mar. 18.4 69% 42% 
42 A Ark. Louisiana Gas ..... 15 50 3.3 51 D30 Dec. — 9 
36 O Atlanta Gas Light ...... 25 120 48 2.16 48 Dec. 11.6 56 36 
46 S_ Brooklyn Union Gas .... 34 1.80 Bis 2.50 74 Dec. 13.6 72 41 
28 O Central Elec. & Gas ..... 14 80 ay 1.14 7 Nov. 12.3 70 16 
10 O Central Indiana Gas .... 16 80(b) 5.0 1.11 126 Dec. 14.4 72 61 
4 O Chattanooga Gas ....... 6 — — 33 136 Nov. 182 — 41 
-) ie Oe Co See 26 1.36 5.2 1.86 32 Dec. 14.0 73 40 
6 © Harttonrd Gas ........2.. 40 2.00 5.0 3.08 27 Dec. 13.0 65 51 
14 O Houston Nat. Gas ...... 26 100 38 2.15 6 July 12.1 47 22 
14 O Indiana Gas & Water .. 18 70 3.9 1.17 15 Jan. 15.4 60 45 
6 A Kings Co. Lighting .... 15 80 53 112 D112 Mar. 13.4 71 25 
ee (CC. 6 13 60 4.6 1.00 10 Feb 13.0 60 38 
31 O Minneapolis Gas ........ 27 130 48 1.69 27 Dec 16.0 77 39 | 
13 O Mississippi Valley Gas... 24 1.00 4.2 175 14 Dec 13.7 57 29 
8 O Mobile Gas Service ..... 20 .90 45 1.49 5 Dec 13.4 60 30 
7 O New Haven Gas ....... 30 1.60 33 2.58 38 Dec. 11.6 62 63 
9 O New Jersey Nat. Gas .. 22 100E 4.5 187 201 Dec 11.8 53 24 
62 O North. Illinois Gas ...... 18 80 44 109 NC Feb. 16.5 73 49 
183 S Pacific Lighting ........ 40 2.00 5.0 2.88 45 Mar 13.9 69 38 
12 O Portland Gas & Coke .. 25 .90 3.6 1.72 D8 Mar 14.5 52 46 
8 A _ Providence Gas ........ 10 48 4.8 52 27 Dec 19.2 92 61 
fe On oS a 14 40 2.9 68 5 Dec 20.6 59 60 
8 O South Jersey Gas ....... 26 120 4.6 1.62 17 Feb. 16.0 74 35 
23 S United Gas Improvement 38 2.00 53 2.10 D12 Dec 18.1 95 63 
33 S Washington Gas Light.. 40 2.00 5.0 3.03 54. ~—- Dec. 132 6 31 
5 O Western Kentucky Gas.. 13 —_ — 1.10 13 Dec.’53 11.8 — 3% 
Averages ........ 4.7% 14. 68% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER UTILITIES 

















7) Share Earnings* Appros. 
1954 5/4/55 Divi- Cur- Price- Div. Common 
Rev. Price dend A bre rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate teld Period crease Ended Ratio out Equity 


Communications Companies 
Bell System 

















$4,417 S Amer. T. & T. (Cons.) .. 184 $9.00 4.9% $12.10** 3% Feb. 15.2 74% 65% 
220 A Bell Tel. of Canada .... 47 2.00 43 2.43 5 Dec. 19.3 82 62 
37 O Cin. & Sub. Bell Tel..... 86 450 52 5.16 26 Dec. 16.7 87 100 
163 A Mountain Sts. T.& T... 127 660 5.2 7.71 11 Mar. 16.5 86 77 
259 A New England T.&T.... 136 800 5.9 7.83 6 Mar. 17.4 102 56 
632 S Pacific Tel. & Tel. ...... 136 (700 $2 9.29** 21 Feb. 146 75 59 
81 O So. New England Tel... 42 2.00 48 2.18 8 Dec. 193 92 67 
Averages ........ 5.1% 17. 85% 
Independents 
10 O Calif. Water & Tel. ..... 19 $1.00 5.3% $1.52 4% Feb. 12.5 66% 38% 
11 O Central Telephone ...... 17 .90 53 1.59** D10 Nov. 10.7 57 24 
35. ©: Gontinental Te: .....:..0. 25 100 4.0 2.10 36 Dec. 119 48 23 
3 O Florida Telephone ...... 16 80 5.0 1.07 40 Dec. 15.0 75 _ 
143 S General Telephone ...... 54 1.92 3.6 2.92** 44 Feb. 18.5 55 37 
5 O Inter-Mountain Tel. ..... 15 80 53 92 26 Dec. 16.1 86 64 
i7 S. Peninsular Tel. ...:..... 42 180 43 2.42 25 Dec. 174 74 41 
16 O Rochester Tel. ......... 19 80 42 122 D1 Dec. 156 66 35 
2 O Southwestern Tel. ...... 15 80 5.3 1.15 15 June 13.0 70 — 
7 O Southwestern Sts. Tel.... 20 1.00 5.0 1.31 19 Mar. 15.3 76 34 
24 O United Utilities ......... 23 2 «| 45 1.45 18 Dec. 15.9 {a = 
222 S Western Union Tel. ..... 101 4.00 4.0 7.58** 12 Dec. 13.3 53 83 
Averages ........ 4.79% 14.6 67% 
Transit Companies 
29 A Gapital Transit ......... 10 $.80 80% $.75 D32% Sept. 133 107% 82% 
14 O Cincinnati Transit ...... 5 Js 150 23 8 Di? Dec.’53 5.4 81 84 
9 O Dallas Ry. & Terminal .. 13 140 108 183 D2i Dec.’53 7.1 77 71 
245 S Greyhound Corp. ....... 15 L002 67 1.17  D10 Mar. 128 85 82 
26 O Los Angeles Transit .... 19 Le 53 1.20 4 Dec.’53 15.8 83 88 
oo S Nath Gity Emes.........: 25 140 5.6 2.35 26 Dec.’53 106 60 82 
To © Biaia Trae... seis a 13 30 2.3 Deficit — Dec.’53 — — 25 
7 O Rochester Transit ...... 43 40 89 OF 119 Dec.’53 7.9 70 — 
of (O: (Se bois £29. scans s viens 15 140 93 1.22 30 Dee.'53..123' 115 90 
1S Wea Cry iT. ss oss 17 160 9.4 ze NE Dec.’53 — — 43 
2 ©) United Transit .....:... 4 os oo 73 30 Dec.’53 55 — — 
Averages ........ 8.1% 10.1 85% 
Water Companies 
Holding Companies 
34 S American Water Wks... 10 $ .50 5.0% $1.05 D8% Dec. 9.5 48% 16% 
4 O N.Y. Water Service .... 63 .80 1.3 1.71 21 Dec. — 47 32 
Operating Companies 
i 4 O Bridgeport Hydraulic... 33 $160 48% $1.49 D5% Dec. 22.1 107% 53% 
11 O Calif. Water Service .... 40 2.20 55 2.47 1 Mar. 16.2 89 29 
7 S Hackensack Water ...... 45 2.00 4.4 375 NE Aug. 12.0 53 41 
5 O Jamaica Water Supply .. 40 1.80 4.5 2.90 3 Dec. 13.8 62 22 
4 O New Haven Water...... 60 3.00 5.0 4.42 76 Dec. 13.6 68 58 
6 O Phila. & Sub. Water .... 34 1.00(c) 2.9 2.45 ~ Dec. 13.9 41 22 
3 O° San Tose Water 66.4.5 40 2.00 5.0 2.86 55 Dec. 14.0 70 — 
9 O Scranton-Springbrook ... 20 50 4.5 1.24 D9 Dec. 16.1 73 31 
4 O Southern Calif. Water .. 14 65 4.6 .94** D1 Dec. 14.9 69 — 
3 O West Va. Water Serv. .. 37 140 38 13P - DP Dec. — 107 17 
Averages ........ 4.6% 15.4 75% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 1954, 
and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


New “Partnership” Power Concept 
p p 


wo great problems of the Pacific 
Northwest, according to Representa- 
tive Coon (Republican, Oregon), are the 
need of the region for more electric power 
and the necessity of eliminating the re- 
maining bottlenecks to the full and eco- 
nomic use of the main stream of the 
Columbia river for navigation. In light of 
these requirements, Representative Coon 
recently introduced an important bill (HR 
5789) intended to hasten the construction 
of the multipurpose John Day project on 
the Columbia river between Oregon and 
Washington. If favorably received by 
Congress, such legislation could be a land- 
mark in the Eisenhower power “partner- 
ship” concept and in the initiative of the 
private utilities which have helped to de- 
velop it. 
In explanation of his bill, Representa- 
tive Coon said: 


John Day dam is a navigation, flood- 
control, and irrigation project. It will 
produce 1,105,000 kilowatts of power. 
It is a vital part of the comprehensive 
plan of development for the Columbia 
river and its tributaries. . . 

The John Day dam is an authorized 
federal project. It completes a series of 
federal navigation dams already built or 
under construction on this stretch of the 
Columbia river. I propose that its exist- 
ing authorization as a federal enterprise 
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be preserved, but so amended as to pro- 
vide for co-operative financing between 
the United States and local interests. 

Under provisions of the bill being in- 
troduced, the United States will follow 
its established policy in connection with 
similar projects everywhere else in 
the country, of assuming the costs of 
navigation, flood-control, and other so- 
called “nonreimbursable” benefits. The 
bill in this respect is exactly the same as 
any other legislation covering federal 
multipurpose projects. 

But the costs of these items, in the 
case of the John Day project, are rela- 
tively small. The power portion of the 
project—accounting for almost 90 per 
cent of the total cost—is to be financed 
by local interests. This is in accord with 
the desire of this Congress to achieve 
strictest economy in its appropriations 
and to conserve federal tax dollars for 
purposes of the highest priority. 


simian Coon said he wanted 
to make it absolutely clear that under 
his proposal, the John Day project would 
be a federal project in all respects, de- 
signed, constructed, and operated by the 
U. S. Army Corps of Engineers. At all 
times the project would be wholly owned 
by the United States. 


He added: 
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. .. There should be no confusion on 
this point. This is a simple, straightfor- 
ward, businesslike proposal between the 
federal government and local power dis- 
tributors serving the people of the 
Pacific Northwest, an arrangement de- 
signed to promote the earliest possible 
construction of a multimillion-dollar 
federal project so that a critical power 
need can be alleviated, yet without a 
burdensome outlay of money from the 
federal treasury. 

John Day dam will cost an estimated 
$310,000,000. The bill would require 
local interests contracting to market the 
power output to advance the portion 
allocable to power. This amount is esti- 
mated to be $273,000,000. 

This bill further provides that if, 
after substantial engineering is done, 
the estimated total cost of the project is 
more than $310,000,000, the local in- 
terests must agree to advance all of that 
excess amount before contracts for 
power can be executed. 

The remaining cost of the dam, 
presently estimated to be $37,000,000, 
representing the cost of nonreimburs- 
able facilities such as navigation, would 
be appropriated for by the government. 
In effect, my bill simply provides for an 
advance sale of power, rather than wait- 
ing until the generators are installed and 
humming before disposing of it in in- 
stalments over a period of years. 


HAT is new about this sort of federal 

and local co-operation? The Oregon 
Congressman explained the innovation as 
follows: 


In the case of prior federal projects, 
the government has first borrowed 
money from the taxpayer, built a dam, 
and then sold the power output for 
money enough to pay back over a long 
period of years the amount of money 


invested in the power facilities. In the 
case of the John Day project, under the 
provisions of the bill being introduced, 
the government does its selling of the 
power output first, collecting sufficient 
payments in advance to meet all the cost 
of the dam’s power facilities, and then 
—after the money is on the barrel head 
—proceeding to build a project. 


Representative Coon stated he had “no 
concern whatsoever” regarding the feasi- 
bility of financing the project in the man- 
ner outlined. He said he had been assured 
by responsible local interests, assumed to 
include Washington Water Power Com- 
pany, Pacific Power & Light Company, 
and Portland General Electric Company, 
that sufficient money would be available to 
guarantee immediate construction of the 
project at favorable interest rates to keep 
power costs down. He added that he hoped 
state agencies, municipalities, PUD’s, or 
co-ops would co-operate, as well as private 
utilities, in helping the government finance 
the project. He said he had received “ex- 
pressions of interest” from these prefer- 
ence clause customers. 


Sie people of the Northwest are im- 
patient to end obstruction by those 
who are making power a political issue, 
according to Representative Coon. Most 
people, he said, “feel they have been get- 
ting more verbosity than voltage, and they 
want to see us get on with the job.” 
The Oregon Congressman continued : 


It is high time, I believe, that the 
many areas of agreement in this matter 
are set down in the record. 

First of all, there is agreement on our 
need for more electric power. ... We 
must have an expanding energy base to 
support our growth, and because we do 
not have the inexpensive supplies of 
coal, oil, and other fuels which other 
parts of the country rely upon... we 
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“YEAH? WHEN THE OTHER MAN READ OUR METER WE 
NEVER HAD NO TWELVE DOLLAR LIGHT BILLS!” 


naturally will rely primarily on dam- 
ming our streams for power production 
just as long as we have sites remaining 
which can be economically developed. 
Weare agreed also... that more than 
600,000 kilowatts of new capacity must 
be developed every single year in order 
to keep pace with the region’s anticipated 
growth. It would take a project some- 
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what larger than a Bonneville dam to 
produce that much power. 

Weare agreed that a major new proj- 
ect should be started—this year if pos- 
sible—in order to prevent an actual 
shortage of power in the early 1960's. 


We are agreed that on a vast river 
system such as the Columbia and its 
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tributaries, we should follow a compre- 
hensive plan of development that will 
bring about the most economic integra- 
tion of each unit of the plan with all 
others, so that the full potential of bene- 
fit for all purposes can be realized. 

We are agreed that such a plan of 
comprehensive and integrated develop- 
ment, where substantial problems of 
navigation, flood-control, and other 
nonreimbursable benefits are involved, 
requires the co-operation and participa- 
tion of the federal government... . 

And finally, we . . . are agreed that 


economy in government is a desirable 
objective, that the rising burden of the 
national debt is a cause of concern. 


| papel Coon said he thought 
the plan incorporated in his bill was 
in full accord with all these areas of agree- 
ment. It adopts, he claims, the ideas of 
government departments responsible for 
planning and administering developments 
of this kind, of state officials and agencies, 
and other local interests, public and pri- 
vate. Congressional hearings are soon to 
be held. 





Water Supply Problems Ahead 


N°? period in United States history 
presents such a problem of expan- 
sion of water supply services. This is the 
way Harry E. Jordan, secretary of the 
American Water Works Association, 
foresees the years just ahead. The 
AWWA official recently addressed a sec- 
tion of the United States Chamber of 
Commerce annual meeting in the nation’s 
capital, on “Water for a Growing Popu- 
lation.” He said: 


We are in a period of accelerated 
population growth. In 1954, 4,060,000 
children were born in the United States 
—an unprecedented total. ... Combined 
with an accelerated birth rate, medicine 
and engineering have combined to ex- 
tend the useful life of the individual. 
Today prophets of population look for- 
ward to a growing proportion of our 
citizens living past the 90-year birth 
date.... 

Facing the problem of water supply, 
with projected total population growth 
from 165,000,000 to 206,000,000 by 
1975—41,000,000 persons in twenty 
years—we must realize that most of 
these people will work in cities and live 
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in those cities or their suburbs. Thus it 
may be concluded that from a water- 
served population of 107,500,000 in 
1955, we must prepare for an added 
load of not less than 35 of the added 
41,000,000 people, or a total public sys- 
tem load in 1975 of not less than 142,- 
500,000 persons. 

This means in dollars, at the rate of 
$150 to $200 per person served (de- 
pending upon the size of the city served 
and the relative difficulty in obtaining a 
supply), a constructive program ahead 
of waterworks for new customers only, 
in the next twenty years, of $5.25 billion 
to $7 billion. ... the U. S. Department 
of Commerce estimates that there must 
be added to this for the next ten years 
about $6 billion in order to correct the 
present deficiencies in water systems 
which have not been caught up with 
since World War II, as well as to meet 
the normal write-off of nonuseful equip- 
ment. 

This adds up to a $862,500,000 to 
$950,000,000 annual need for water- 
works construction and replacements 
for the next ten years, and easily an 
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annual total of not less than $550,000,- 
000 during the following ten years. 


ME: JorpDAN then presented figures to 
show the amount of water future 
cities might be expected to use. In 1890, 
he said, the average city used 95 gallons 
per person per day, including domestic, 
industrial, commercial, and municipal 
uses. But in 1950, the average city used 
water from the public system at the rate 
of 138 gallons per person per day. In other 
words, Mr. Jordan said, the annual rate 
of growth of customer use in the 1890- 
1950 period was 0.7 gallons per day. But 
by 1955, the rate of demand has grown 
to 145 gallons per person per day—or a 5- 
year annual increase in demand of 1.4 
gallons per day. By 1965, Mr. Jordan esti- 
mated, the per person demand will be 160 
gallons per day and by 1975—175 gallons 
per person per day. 

The water association official said these 
increased uses of water derive among 
other things from (1) more bathing facili- 
ties in the homes, (2) more water-connect- 
ed kitchen and laundry equipment, (3) 
more lawn spray irrigation systems, and 
(4) air conditioning both in homes and 
offices. Returning to his estimate of a city 
water-using population of 142,500,000 
and an average daily use of 175 gallons 
per person, he calculated an average mu- 
nicipal water use of nearly 25 billion gal- 
lons daily in 1975, contrasted with about 
15 billion gallons in 1950. This is a 67 
per cent potential increase in consumer 
demand within twenty-five years. 

As to the future, Mr. Jordan said: 


Two major factors enter into the 
planning for the next two decades. The 
first is that many cities, both large and 
small, must provide storage of surface 
water to provide seasonal reliability to 
their supply. . . . The development of 
water storage either at the single city or 
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regional level is a “must” in most of the 
United States, east of the Rockies. The 
Pacific coast learned and applied that 
lesson years ago. 

The second major problem cuts 
across the future uses of water by cities, 
by industry, and for irrigation. Each 
class of use will increase spectacularly 
as will city use during the coming 
twenty years. The eastern state legisla- 
tures in 1953 and 1955 manifested their 
awareness of this situation by consider- 
ing acts to control the uses to which the 
state’s water resources are put. 


——- to the waterworks associa- 
tion representative, severe competi- 
tion for available water supplies will short- 
ly develop in many areas. While municipal 
use of water would appear to many to have 
unquestioned priority above industrial or 
agricultural uses, some legislatures in 1955 
considered proposed acts which would 
give first priority to water used for sup- 
plemental irrigation of crops. In the hands 
of shortsighted people, water can be al- 
located in such a way as to bring on eco- 
nomic disaster, Mr. Jordan intimated. 
Seasonal irrigation of 100 acres of corn 
calls for at least 2,000,000 gallons of water 
per day—all that a town of 15,000 needs 
for its public supply, and such facts should 
always be remembered. 

As to the costs of future water system 
construction, Mr. Jordan had this to say: 


The volume of construction which 
must be done in the generation ahead of 
us will, however, have to be done at 
costs far above the historical costs 
of existing water systems. The aver- 
age charge to consumers for water 
for all uses—domestic, commercial, in- 
dustrial—in 1950 was a little more than 
2 cents per day (5 cents per ton). When 
the new installations, required by the 
growing population, are added to an al- 
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ready existing system of magnitude, it 
may be necessary to charge double the 
above amount for water service. In a 
new area with a complete new water sys- 
tem, the costs must be higher and the 
citizens must face the facts—whether 
they own the water system or whether 
private ownership controls. 

[Louis R.] Howson [consulting en- 
gineer, Chicago, Illinois] in discussing 
additions to existing systems, has aptly 
stated that 


Obviously these increased capital 
costs must be paid for by old and new 
consumers alike so that those who 
have already paid for their water fa- 
cilities through debt retirement must 
now, through increased rates, pay the 
major portion of the future expan- 
sion costs. This dilution of good dol- 
lars with devaluated dollars in a long- 
lived utility such as waterworks may 
not be too equitable but it must be 
faced. 


It is believed that sooner or later reg- 
ulatory bodies must recognize that long- 
lived utilities are subject to the same 
economic laws as industry and must 
have their earnings based on value of 
property devoted to the service and de- 
preciation reserves adequate to restore 
property rather than original cost long 
since incurred. 


M* JorDAN concluded his talk with a 

plea for more public interest and 
participation in the waterworks industry, 
especially as an aid to long-term planning. 
He said: 


When you are given to understand 
that the planning, financing, and exe- 
cution of a major addition to a city of 
50,000 or more may easily require ten 
years, you will understand better how 
the terms of elected public officials are 
too short for the official to do the long- 
range thinking required. Nothing can 
be less helpful in meeting the long- 
range construction needs of the water- 
works of the country, than short-lived 
political management. This is the rea- 
son why it was stated in the beginning 
that businessmen water boards have 
demonstrated in hundreds of our cities 
how well a water system can be planned 
and managed when business co-oper- 
ates. 

In a survey just completed by the 
AWWA it was found that of the cities 
reporting (all over 5,000 population) 
43 per cent had placed their water sys- 
tem under the control of a water board. 
No better step could be advocated by 
businessmen than that this percentage 
be doubled within the next ten years. 
It is the surest way for cities to face 
and meet their water system needs. 





Regulation on the High Seas, Coastal and Inland Waters 


Eien regulation of pleasure boating is 
designed to prevent injury to persons 
and damage to property, through the pro- 
mulgation of safety rules applying to both. 

It may be a surprise to the owners of 
boats—motorboats, sailboats, or rowboats 
—to learn that there are innumerable or- 
ders, rulings, and requirements governing 
the operation of such craft. That fact is 


substantiated in the Law for Yachtsmen. 
In 297 pages, the author, Harold Dudley 
Greeley, has assembled, under 190 head- 
ings and in 16 chapters, information es- 
sential to all who enjoy the pastime of 
yachting. 

This is an editorial accomplishment of 
extensive proportions and of great value 
to those who “sail the seas.” 
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In the United States, four distinct types 
of navigable water are regularly used by 
yachtsmen: (1) coastal portions of the 
high seas, (2) the Great Lakes, (3) the 
Mississippi and certain other western 
rivers, and (4) all other inland waters. 
Statutory regulations are found in acts of 
Congress, including the Motorboat Act of 
1940. All of these except the Interna- 
tional Rules relating to the high seas are 
supplemented by pilot rules promulgated, 
under statutory authority, by the U. S. 
Coast Guard. In addition, certain special 
rules have been prescribed by the Corps 
of Engineers, Department of the Army, 
for the Great Lakes and the western 
rivers. The Interstate Commerce Com- 
mission adds its bit through regulations 
concerning cylinders of liquefied petro- 
leum gases, which, properly used, provide 
many comforts and services. 


M* GREELEY is fully qualified to pre- 
pare this highly commendable work 
as a service to the owners of boats. He 
has been identified with the following or- 
ganizations: New York Motorboat Club, 
Stuyvesant Yacht Club, Stamford Yacht 
Club, Halloween Yacht Club, and U. S. 
Power Squadrons, in which he attained 
the grades of Advanced Pilot, Junior 
Navigator, and Navigator. He was also 
the author of a long series of articles in 
the magazine Motor Boating, entitled 
“Know Your Rights.” 

The volume is informally written and 
easy to read. It is a book for the use of 
any person who sails or operates a boat. 
It is a guide for the amateur yachtsman 
and an aid to those who are more ex- 
perienced seamen. 


Law FoR YACHTSMEN by Harold Dudley Greelev, 
297 pages. A. S. Barnes & Company, 232 Madi- 
son avenue, New York 16, New York. Price, $4. 





Mayors Present Case on Natural Gas Issue 


O* the natural gas question, up before 
Congress this year, one of the chief 
spokesmen for the consuming public has 
been the mayor of Philadelphia, Joseph S. 
Clark, Jr. Delegated by the city of Phila- 
delphia and also by the mayors of some 
50 other major American cities to speak 
their combined mind on the issue at re- 
cent House Interstate Commerce Commit- 
tee hearings, Mayor Clark took the posi- 
tion that bills intended to remove FPC 
controls over the field price of natural gas 
would seriously harm the interests of the 
nation’s natural gas consumers. 

In outlining this position, Mayor Clark 
first discussed the situation in Philadel- 
phia where, he said, “at the current rate 
of consumption, every penny added to the 
field price of natural gas adds $400,000 to 
the annual gas bill. . . and adding 10 cents 
would increase that bill by $4,000,000. 
Then the Philadelphia official proceeded 
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to detail the elements of what later turned 
out to be the general argument for “‘con- 
sumers” as it was presented by state and 
local officials before the committee during 
the course of the hearings. 


On the topic under discussion, he said: 


First, the issue before you is not 
whether the business of transporting 
natural gas in interstate commerce from 
wellhead to gas range all over the 
United States is affected with a public 
interest. That question was decided in 
the affirmative by this committee and 
by the Congress in 1938 when the Nat- 
ural Gas Act was passed. The authority 
of the Federal Power Commission to 
regulate such a business from start to 
finish has been affirmed by the Supreme 
Court of the United States in a number 
of cases, of which Phillips Petroleum 
is only the latest. 
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Second, there is no issue before you 
as to whether the field price of natural 
gas is presently reasonable. No show- 
ing has been made by the proponents 
of this legislation that prices now being 
received by the producer are not ade- 
quately compensatory; and this indeed 
from the point of view of the producer 
must be the ultimate test of reason. 

The third issue, which is not before 
you, is whether present retail rates for 
gas are fair and reasonable—or indeed 
whether, as the proponents of this 
legislation have so attractively phrased 
it, it is unreasonable or unfair for the 
producers to ask, and the consumers to 
pay, “but a few more cents” for their 
gasaday. (If we are to cite figures, we 
should cite aggregates; and the aggre- 
gates we are dealing with here are bil- 
lions and millions of dollars, and not 
pennies. For every penny added to the 
field price of natural gas adds $2 billion 
to the value of present reserves owned 
by the producers, and millions of dollars 
to the total annual bills of our nation’s 
gas consumers. ) 


HAT was the real question before the 
committee and the Congress? Mayor 
Clark thought it was whether there could 
be any justification for further increases 
in the price of gas to the consumer. 
In addition, he said: 


. . . the real issue raised by this regu- 
lation which we oppose is whether a 
group of producers, the fulcrum of 
whose power rests in the hands of the 
large oil companies in this country, 
should be permitted to determine the 
price of a commodity passing in inter- 
state commerce and affected by the pub- 
lic interest, unilaterally and without 
policing in the consumer interest by a 
federal regulatory body, the Federal 
Power Commission. If we can fasten 


our attention on that issue, I would hope 
it would be a relatively simple decision 
to reject this bill on the ground that 
the public interest requires regulation 
of natural gas prices at the point where 
the gas reaches the pipeline as well as 
after. Indeed it seems almost incredible 
that we all should admit not only the 
right but the duty of government to 
regulate the price at which pipeline com- 
panies may sell gas to distributors and 
the price at which distributing compa- 
nies, be they municipally owned or not, 
may sell gas to the consumer, while 
leaving wide open and without regula- 
tion the price at which the gas is sold 
by the producer to the pipeline. 


HOUGH the Philadelphia official did 

not claim to be specially versed in the 
laws of supply and demand, nor an expert 
on “so complex a question” as whether 
free competition would keep the price of 
gas at the wellhead at a reasonable figure, 
he did state what he said seemed to him “a 
common sense conclusion.” 

According to Mayor Clark, 


. where an article is in short supply 
and where buyers are rendered relative- 
ly immobile by the huge investment re- 
quired to bring gas from new fields to 
pipelines and on to consumers, a prima 
facie case has been made for, at the very 
least, stand-by powers of regulation by 
the Federal Power Commission. Sure- 
ly this is a case where the legislative 
arm of our government should not 
arbitrarily remove from an existing 
regulatory body power to protect the 
consumer vested in it by existing legis- 
lation as interpreted by the Supreme 
Court of the United States. Is it not 
far wiser to leave the authority to de- 
termine the extent of regulation in the 
commission, trusting to its administra- 
tive discretion to handle the matter in 
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“THE NEXT TIME YOU HAVE TO BORROW A CREW, GET IT FROM THE 
WATER COMPANY!” 


the public interest, and appreciating 
that any time this discretion is abused, 
the legislature retains its ultimate pow- 
er to act to eliminate abuse? 

I cannot take seriously the claim of 
proponents of this bill that if the duty 
of the Federal Power Commission to 
regulate these prices is continued there 
will be in effect a sit-down strike which 
will result in an even shorter supply of 
natural gas. That the oil companies will 
continue to drill for oil, I would think, 
is obvious. That a great deal of gas 
will be discovered in conjunction with 
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newly discovered oil is certainly the his- 
tory of the industry today. That pri- 
vate capital not controlled by oil com- 
panies will continue to drill for gas 
found not in conjunction with oil, the 
record now before you seems to make 
clear. 

That despite all this the product 
appears to be in short supply by reason 
of constantly increasing demand from 
our cities would seem to prove the need 
for federal regulation. 


According to the “consumer interest” 








WHAT OTHERS THINK 


spokesman, two elements were miss- 
ing from that ideal state—the utopia of 
advocates of laissez faire—where natural 
forces of supply and demand result in a 
reasonable price of a commodity without 
the necessity of governmental regulation. 
The first element, he said, is that there is 
no inexhaustible supply to produce compe- 
tition between sellers. The second lacking 
element Mayor Clark characterized as the 
missing factor of freedom to choose on 
the part of the buyer, whether pipeline, 
distributor, or consumer. 

In reference to the so-called predica- 
ment of buyers, Mayor Clark said: 


. .. [The] pipeline is fixed and repre- 
sents a large investment. [It] cannot 
turn away and buy from somebody else 
without a large additional investment. 
The ultimate consumer of natural gas 
is in the same situation. If he does not 
like the price of eggs at the American 
store, he can go across the street to the 
A&P and all he loses is five minutes 
of his time. But if he is a new house- 
holder in Philadelphia using gas for 
cooking, house heating, and water heat- 
ing, he must scrap a $1,000 investment 
in order to turn to coal or oil as a sub- 
stitute. . .. Few house-heating consum- 
ers indeed can afford to jeopardize the 


thousand dollars or more which they 
have in gas appliances. Faced with an in- 
crease in gas rates, their hands are tied 
by this investment; in the market place 
of fuels, they cannot choose as they 
will... . Regulatory bodies in Philadel- 
phia and Pennsylvania cannot protect 
us. They must approve reasonably 
compensatory rates to local utilities. 
Local distributing companies are help- 
less. To get natural gas at all they have 
to agree to purchase from the pipeline 
companies for twenty years at rates 
considered reasonable by the Federal 
Power Commission. 


ve Clark summarized his own po- 
sition and that of those he repre- 
sented before the committee as follows: 


The clear conclusion I submit is that 
this bill should not pass and that the 
FPC should continue to exercise the 
authority given to it by the Natural Gas 
Act of 1938 as interpreted by the Su- 
preme Court of the United States. If 
the consumer interest is to be protected 
this regulation must include adequate 
control of the prices paid by producers 
to pipelines which carry the gas to dis- 
tributing companies and to the ultimate 
consumer. 





Electric Power 


r the rapidly expanding economies of 
Latin American countries and in other 
relatively undeveloped areas, one of the 
bottlenecks for industrial and urban de- 
velopment has been the shortage of electric 
power. Even though substantial postwar 
construction has taken place, demand has 
moved ahead still more quickly, with re- 
sultant power rationing, brownouts, and 
the breakdown of overloaded facilities. 
What progress these areas are making to- 
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Latin America 


wards establishing healthy and prosperous 
power industries has recently been the sub- 
ject of several International Bank for Re- 
construction and Development surveys. An 
unsigned article in the April Harvard Law 
School Bulletin discusses the scope and 
purposes of one such investigation. It says: 


. .. The needed expansion of the elec- 
tric power industry necessitates heavy 
capital investments, not once, but re- 
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peatedly. In the less developed countries, 
local private capital for financing this 
expansion has been either unavailable 
or negligible in amount. This has been 
due to a complex of factors, not the 
least of which has been the low and 
often uncertain return, as compared 
with the much higher profits in real es- 
tate and nonregulated investments. Fi- 
nancing the industry’s expansion has re- 
quired large loans from public lending 
agencies such as the International Bank 
for Reconstruction and Development 
(the “World Bank’) and the Export- 
Import Bank. The local funds for ex- 
pansion have come largely from direct 
governmental appropriations. 


. was thus that the need of a compara- 
tive study of the areas’ electric indus- 
tries came to light. As the study advanced, 
help came from the American & Foreign 
Power Company, Inc., which operates in 
eleven Latin American countries, from the 
Brazilian Traction, Light & Power Com- 
pany, Ltd., the largest electric power en- 
terprise in Brazil, and the Mexican Light 
& Power Company. The study group, be- 
sides utilizing materials already available, 
also made field trips to Chile, Brazil, Co- 
lombia, Costa Rica, and Mexico, according 
to the article. The countries were selected 
because of the diversity of their laws and 
the mixed private and public operations. 
The problems of regulation, operation, and 
financing were discussed with high gov- 
ernment and company officials, their 
counsel, and financial experts. 
The article continues : 


The field trips revealed the very real 
concern on the part of both governmen- 
tal officials and the managements of 
electric power enterprises with the in- 
adequacies of existing regulation in 
their countries. It was generally recog- 
nized that if the electric power industry 
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is to expand properly in these countries 
it must have such rates as will allow it 
to accumulate and attract capital. Also, 
it was generally agreed that the criteria 
to be observed in the determination of 
adequate rates should be equally appli- 
cable to privately and governmentally 
owned enterprises. The discussions of 
the staff with governmental and operat- 
ing officials were marked by complete 
candor and wholehearted co-operation. 
It may be added that the projected re- 
ports are awaited with great interest in 
these countries, not so much because 
they may suggest solutions to problems, 
but rather because of the projected ob- 
jective analysis of the electric power 
operations in several countries having 
similar problems. It may also be added 
that there was a wholesome realization 
that regulatory systems cannot be im- 
ported ready-made, but rather must be 
tailored to fit the existing economic 
framework. 


N the basis of the work that has been 

completed, three reports will be forth- 
coming, the article says. One report will 
set forth measures designed to help es- 
tablish a progressive financially independ- 
ent electric industry, whether public or pri- 
vate, in countries where the political and 
economic situation is characteristic of that 
found today in Latin America. A second 
report would present studies of the five 
countries selected for intensive operation. 
And a final report would present summary 
descriptions of the laws relating to the 
electric industry and of the industry’s de- 
velopment in most of the Latin American 
countries not covered by the intensive 
stories. The cost of the project is being met 
by the World Bank. The study is being 
carried out under the general direction of 
the associate dean of the Harvard Law 
School, David F. Cavers. 
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~The March of 
Events 


FPC Nominee Approved 


HE Senate on May 2nd confirmed the 
nomination of William R. Connole 
of West Hartford, Connecticut, to be a 
member of the Federal Power Commis- 
sion for a term of five years, expiring 
June 22, 1960. 
Mr. Connole, thirty-three years old, has 
served as counsel for the Connecticut 
Public Utilities Commission since 1950. 


Co-op Pays off REA Loan 


HE third and largest REA co-op loan 

to be paid off in its entirety was ex- 
tinguished with ceremonies in a Washing- 
ton, D. C., hotel late in April. Officers of 
the Boone County Rural Electric Mem- 
bership Corporation, of Lebanon, Indiana, 
presented a check for $18,543 to REA 
Administrator Nelsen on April 26th. It 
was one of the first loans made by REA. 
It goes back to the period when federal 
REA was not even a statutory agency, 
but operating under executive order—al- 
most twenty years ago. The original loan 
of $567,926 was in the first group of three 
approved by REA. 

Two other REA co-ops have paid off 
their obligations in full, ahead of time— 
Henry County Rural Electric Member- 
ship Corporation, New Castle, Indiana 
(paid off April 29, 1953), and Gowrie 
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(Iowa) Rural Electric Co-operative As- 
sociation (which made its final payment 
December 30, 1954). Observers will keep 
an eye on the direction of management of 
these “independent” co-operatives now 
that they are entirely free of any restric- 
tions or controls by reason of federal debt 
obligations. 


a 


FPC Approves Merger 


F . woegen of the proposed merger of 
the Pennsylvania Water & Power 
Company of Baltimore, Maryland, into 
the Pennsylvania Power & Light Com- 
pany of Allentown, Pennsylvania, was 
announced recently by the Federal Power 
Commission. 

Pennsylvania Power & Light supplies 
electric service in central and western 
Pennsylvania. Pennsylvania Water sells 
wholesale power to four utilities in Penn- 
sylvania and Maryland. The commission 
said the merger would end six years of 
legal disputes between Pennsylvania Wa- 
ter and the Baltimore Gas & Electric Com- 
pany. 

These disputes, the FPC said, “have 
created a heavy burden to the companies 
and regulatory commissions.” 

In a separate order the commission ap- 
proved transfer to Pennsylvania Power 
of the license for Pennsylvania Water’s 
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Holtwood hydroelectric project on the 
Susquenhanna river in York and Lan- 
caster counties, Pennsylvania. 

In the applications, the companies said 


> 


that the proposed merger would effec- 
tively integrate the respective generating 
facilities and interconnected transmission 
systems. 


Alabama 


Additional Power Tax 
Proposed 


tenn putting an additional tax on sell- 
ers and manufacturers of electric 
power would produce an estimated $13,- 
000,000 yearly, a spokesman for the 
Alabama Power Company said early this 
month. The bill was introduced in the 


house by Representative Kelly. It would 
affect not only Alabama Power but the 
Alabama Electric Co-operative. 

It was doubtful whether the measure 
would apply to electricity supplied by the 
Tennessee Valley Authority. The income 
would be earmarked for old-age pensions. 

The bill provides an additional tax of 
two mills per kilowatt-hour. 


¥ 
Arkansas 
Electric Rate Change the action was being taken to give the 
Suspended commission staff a chance “to investigate 
N application by Arkansas Power & the reason of the proposed change. 
A Light Company to increase the The fuel clause amendment, which 
. would increase the rates of every customer 


amount it collects from some of its cus- 
tomers was suspended for ninety days by 
the state public service commission late 
last month. 

The state agency ordered the delay 
by suspending the company’s proposed 
amendment to the fuel adjustment clause 
of its franchise, which would have become 
effective May Ist. The commission said 


whose bill ran more than $8.02 a month, 
permits the utility to pass on to its cus- 
tomers some increases in the cost of fuel 
used in producing electricity. The clause 
applies to customers using 225 kilowatt- 
hours or more per month. The utility cited 
recent increases in the cost of natural gas 
as its reason for the amendment. 


* 
California 
Bill to Permit Payments after it had previously been approved by 
Killed the state senate. 

A™ which would have permitted the The board of directors of the utility dis- 

Sacramento Municipal Utility Dis- trict wanted to contribute to the city and 
trict to make payments in lieu of taxes county of Sacramento and other cities 
to local governmental agencies was killed within the district for fire and police pro- 
last month by the public utilities and cor- tection, plus other services. Contributions, 
porations committee of the state assembly, it was pointed out, could be made on a 
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voluntary basis only because of the con- 
stitutional provisions exempting public 
agencies from taxes. 

The district’s assistant general manager 
said the directors were prepared to make 
payments to the county and cities without 


the necessity of a rate increase. He ex- 
plained, however, that the amounts could 
not be as much as the property tax value 
because of the district’s obligation to build 
$6,000,000 in facilities to take power di- 
rectly from the Central Valley project. 


> 
Indiana 
Utility Seeks First Rate net operating income about $1,900,000 a 
Increase year after deduction of $2,100,000 for 
taxes. The estimated increase is less than 
F emer asking an increase in rates 643 per cent of the company’s $61,736,000 
was filed recently with the state public gross revenues for 1954, according to 
service commission by the Public Service R. A. Gallagher, company president. 
Company of Indiana. In making application, the company em- 
Actual amount of the requested increase phasized that the rate revisions are essen- 
would not be disclosed until hearings be- tial to maintain adequate service to its 
fore the commission. It was indicated, customers in 70 Hoosier counties, and to 
however, the revised rates would increase preserve confidence among investors. 
- 
Louisiana 


Plan Appeal on LP-Gas 
Agency Ruling 
F . eamecw district court ruling that the 
Louisiana State Liquefied Petroleum 
Gas Commission is illegal will be appealed 
to a higher court, according to an an- 
nouncement by the agency’s chairman. 
The lower court held the commission, 
which regulates safety measures, was il- 


legal because it has only three members 
when the law calls for five. The chairman 
said a quorum under a constitutional 
amendment is three and the commission 
always has functioned with a quorum. Un- 
til a high court decision on the case is 
reached, the commission will continue to 
function, considering and granting permits 
and trying violations of safety rules. 


SB 
Maryland 


Electric Rate Boost OK’d 


HE state public service commission 
early this month approved a proposed 
increase in rates for the Potomac Electric 
Power Company’s customers in Prince 
Georges and Montgomery counties. 
The commission signed an order making 
the new rate schedule effective with meter 
readings of May 6th, the same date ap- 


635 


proved for an increase in Pepco’s rates 
within the District of Columbia. The rate 
boosts, totaling about 5.4 per cent, are ex- 
pected to produce about $833,731 addi- 
tional revenue annually for the company. 

Included in the increase are rates for 
municipal street lights, commercial high 
and low voltage service, and residential 
services, divided into urban and suburban. 
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Missouri 


King-Thompson Act 


A BILL to repeal the King-Thompson 
Act, prohibiting strikes against pub- 
lic utilities, was approved recently by the 
Missouri house labor committee, but 
chances of final action on the measure be- 
fore the legislature adjourns appeared 
slim. 

The committee voted to report the bill 
favorably without debate, since previous 
public hearings had been held. 

Pending in the house was a substitute 
bill, which would revise the act to protect 
the seniority rights of employees who 
might refuse to work after a utility had 
been seized by the state. 

Under the present law the state may 
seize and operate utilities after attempts 
at arbitration in labor-management dis- 
putes, if seizure is deemed necessary by 
the governor. Employees declining to work 
lose their seniority rights. 


Seeks Electric Rate Increase 


aN application filed with the state pub- 
lic service commission early this 
month by the Kansas City Power & Light 
Company asked for rate increases in Kan- 
sas City amounting to $155,000 a year. 

The utility said recent city action in 
raising the gross receipts tax from 5} to 
6 per cent had reduced its income from 
the rate increase granted April 7th by that 
amount. The firm sought the additional 
rate boost to make up that reduction from 
its customers. 

The April order granted the firm rate 


increases in Missouri amounting to $3,- 
466,800 annually on 1954 sales. This was 
a boost of 65 cents a month on residential 
bills and 12 per cent on commercial and 
industrial users. 


Utility Investigation Reported 


= state public service commission 
was recently reported to be checking 
the 1954 earnings of 25 to 30 of the larger 
public utilities of the state, to determine 
if a reported upturn in annual profits 
justifies downward rate revisions. 
Commission Chairman Tyre W. Bur- 
ton told the St. Louis Post-Dispatch such 
an inquiry was under way by the account- 
ing and engineering staffs of the commis- 
sion but had not been completed. 
“Reports indicate an upward turn in 
earnings of some of the companies,” the 
chairman said. “We are studying them.” 
He said the current check would apply 
to the larger companies. The commission 
staffs later will determine the revenue op- 
erating results of the smaller companies. 
None of the companies was named, but 
it was reported known that Union Elec- 
tric Company of Missouri and the South- 
western Bell Telephone Company were 
among those being checked. 
Southwestern Bell’s 1954 report for the 
six states in which it operates, including 
Missouri, showed an increase of more than 
$10,000,000 in net income. The income 
reported totaled $65,334,000 compared 
with $55,330,000 for 1953. Union Elec- 
tric reported a gain of $3,085,000 over 
1953. 


& 
New York 


Moses Takes Utilities to Task 
HAIRMAN Moses of the State Power 
Authority recently told private power 
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interests to become reconciled to the fact 
that they will not be allowed to exploit the 
Niagara river. In a letter to Earle J. Mac- 
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hold, president of the Niagara Mohawk 
Power Corporation of Syracuse, Mr. 
Moses charged private power companies 
with “maneuvers designed to remove us 
(the authority) from the Niagara.” He 
took to task the five companies seeking 
rights to the Niagara, and challenged 
their contention that there is no power 
shortage in the state. 

Mr. Moses’ letter brought an immedi- 
ate, tempered reply from Mr. Machold. 
Mr. Machold acknowledged that the pres- 
ent power supply should be increased but 
insisted that private interests should do it. 
He said that “the private utilities will con- 
tinue to spend hundreds of millions of 
dollars a year on new facilities to main- 
tain the leadership which New York state 
has attained under the private enterprise 
system, both in industrial development and 
higher living standards.” 

Mr. Machold insisted that the tax issue 
could not be ignored. He emphasized that 
private companies pay taxes while public 
power thrives in part on its ability to avoid 
such payments. 

Mr. Machold ignored that portion of 
Mr. Moses’ letter in which he wrote that 
the private companies over the years 
“made a shambles of our side of the 
Niagara frontier, while Canada, through 
the Ontario Hydro and their Park Com- 
mission, protected, saved, and improved 
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their heritage. You are not going to get 
another opportunity to mess up our great- 
est remaining natural state resource.” 

The Niagara Mohawk president ended 
his letter by pledging co-operation on the 
St. Lawrence on a “reasonable and proper 
basis, which will protect the basic public 
interest.” 


Gas Rate Investigation Ordered 


if tee state public service commission 
recently ordered an investigation and 
hearing on the plan of the Consolidated 
Edison Company for changes in its gas 
rates whereby the monthly minimum 
charge of all residential and general con- 
sumers would be increased by 10 cents per 
month and house-heating rates would be 
reduced within a range of 10 per cent or 
more, depending upon consumption. 

In its filing the company stated that the 
changes would not yield it any additional 
revenue based on present volume of busi- 
ness but were designed to bring the mini- 
mum monthly charge closer to the cost of 
rendering service and give house-heating 
customers a more favorable rate. 

The company had asked permission to 
make the change effective May 19th, but 
in view of the commission’s action the 
effective date has been postponed to Oc- 
tober Ist. 


Ohio 


Gas Rates to Increase 

HE Ohio Fuel Gas Company, a Co- 

lumbia Gas System affiliate, will in- 
crease its natural gas rates one cent a 
thousand cubic feet, effective June Ist. 
The increase will affect all cities served 
under “fuel cost” contracts, including Co- 
lumbus, Toledo, and Springfield, as well 
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as 127 large volume industrial customers. 
Ohio Fuel Gas spokesmen said the in- 
crease was made necessary by higher rates 
charged the firm by pipeline suppliers. 
The new Columbus retail rate will be $1.05 
for the first thousand cubic feet and 62 
cents a thousand for each one thousand 
cubic feet used monthly after that. 
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Texas 


Council Approves Gas Tax 
Boost 


peer boosting the franchise 
taxes of United Gas and Houston 
Natural Gas companies from 2 to 3 per 
cent, and extending their franchises seven- 
teen years were approved on May 4th by 


the Houston city council, it was announced 
recently. United’s franchise expires on 
July 1st, and Houston Natural’s on March 
1, 1957. The higher taxes take effect for 
both companies on July Ist. 

Two more readings of the ordinances 
were necessary before they could become 
effective. 


» 
Virginia 
Vepco Bids for Municipal Plant mission to make the study and mention a 
HE Virginia Electric & Power Com- possible sum. 
pany recently offered to pay the city If council should decide on sale of the 
of Harrisonburg $2,500,000 for its mu- 50-year-old electric system, the matter 
nicipally owned electric system, but coun- would first have to be ratified by vote of 
cilmen of the western Virginia city indi- the people. 
cated it might be some time before they Harrisonburg, located near the southern 
announced a decision on the matter. end of the Shenandoah valley, currently 
Vepco’s offer was made after it had purchases the bulk of its power wholesale 
completed a survey of the local system. from Vepco but, in addition, operates a 
While never indicating it would consider diesel and hydroelectric plant of its own 
selling, the city council gave Vepco per- on the Shenandoah river. 
* 


Washington 


Cities Drop Suits 
pine ram of five Puget Sound cities’ 
condemnation actions against Puget 
Sound Power & Light Company was an- 
nounced recently by Frank McLaughlin, 
president of the company. 

The cities are Enumclaw, Kent, Ren- 
ton, Sedro Woolley, and Sumner. The 
suits involved Puget distribution proper- 
ties serving the cities and the company’s 
Snoqualmie Falls hydroelectric plant and 
transmission lines. 

The suits were filed in 1950 and 1951, 
when Puget was considering sale of its 
system to public utility districts. 

Mr. McLaughlin said that before the 
cities agreed to drop the condemnation 
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suits they wanted assurance Puget will 
continue in business, “which it is firmly 
resolved to do.” 


City Names Negotiator 


| &- city of Spokane named A. C. 
Allyn & Co., Inc., to represent it in 
negotiations for the purchase of bus lines 
operated in the city by National City Lines. 
The investment firm would be the city’s 
official negotiator from the time a sale 
price is fixed until bonds for the purchase 
are voted by the people and sold. 
National City Lines has offered to sell 
the lines to the city for $2,000,000 and 
to continue operating them for the city 
until the 15-year revenue bonds are paid. 























Progress of Regulation 


Regulatory Trends 


A RECENT decision by the California commission deals with the problem 
faced by many gas distributing companies whose wholesale supply cost 
is increased. The distributor needs a rate increase as soon as increased whole- 
sale rates, filed with the Federal Power Commission, go into effect. 

The trouble arises from the fact that these higher costs may be temporary, 
and a part may eventually be subject to refund, because they are put into 
effect under an arrangement for turning back to the distributing companies 
excess charges above the rates finally approved. Commissions must decide 
how the rates are to be increased and how refunds must be made. 

One way to meet the situation is to adopt an escalator clause, with a pro- 
vision for possible refunds, such as those approved recently by the Virginia 
commission for the Virginia Electric & Power Company (7 PUR3d 108) and 
the District of Columbia commission for the Washington Gas Light Com- 
pany (4 PUR3d 105). It may be noted, however, that the New Jersey board 
refused to approve a rate adjustment plan based on changes in the price of 
natural gas in the City Gas Company Case (5 PUR3d 17, 21). The board 
said it was unwilling to authorize a refund “based on a future rate of return,” 
the reasonableness of which could not be ascertained at the time. 

The California commission authorized the Pacific Gas and Electric Com- 
pany to raise rates so as to offset the increased cost of out-of-state natural 
gas supplied by El Paso Natural Gas Company at higher rates, under bond, 
pending final action by the Federal Power Commission. 
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The commission said this was a limited proceeding. The only item of increase 
was cost of gas. It was uncertain what the Federal Power Commission would 
decide as to amount or kind of rate increase. The final wholesale rate increase 
might involve a change in the relative demand and commodity charges. Under 
the circumstances, the commission decided to grant an increase applying to 
all classes of customers on a volumetric basis. 

There were arguments in favor of a substantial differential in rates as 
between firm and interruptible customers. It was conceded that firm customers 
are supplied at lower rates than would otherwise be possible because of the 
existence of the interruptible market. But it was unlikely that the company 
could raise the price per thousand cubic feet to interruptible customers to the 
full extent of the increased cost without losing an appreciable part of that 
competitive market. 

The company, in the opinion of the commission, had failed to justify plac- 
ing the full burden of the needed revenue increase on firm customers. It had 
not shown that natural gas must compete entirely on a heat-unit basis with 
alternate fuels. The commission finally concluded that a rate increase of 1.55 
cents per Mcf on interruptible sales, coupled with an increase of 3.56 cents 
per Mcf to firm customers, would be proper. 

The company was required to submit a plan for refunding in the event it 
gets refunds from El Paso. The estimated net cost of any probable refunding 
must be excluded in the initial calculations. A plan must be submitted for 
equitable disposition of the net balance of the actual cost of refunding not 
recovered from El Paso and any balance created by inability to deliver checks 
and by checks uncashed after one year. Re Pacific Gas & E. Co. Decision No. 
51360, Application No. 36635, April 19, 1955. 





Review of Current Cases 
Year-end Rather Than Average Rate Base Adopted 


pace with the constantly growing demand 
for power. The effect of the large capital 
outlays required for this purpose at the 
relatively high price levels has been a con- 


HE District of Columbia commission, 
in granting a rate increase to Potomac 
Electric Power Company, used the com- 
pany’s net investment at the end of the 





year as a rate base. This constituted a 
deviation from its previous practice of 
using “weighted net average investment” 
for the preceding year. The commission 
warned that this action was not to be con- 
strued as furnishing a precedent when 
companies are not faced with the same 
combination of circumstances. 

The company must make extensive ad- 
ditions to its plant and facilities to keep 
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stant “attrition” of earnings. In other 
words, increases in earnings from new 
facilities have not kept pace with related 
increase in investment. Consequently, the 
over-all rate of return has been progres- 
sively reduced. 

The past practice of using actual or ad- 
justed past investment and revenue figures 
has been justified by the fact that increases 
in plant might be expected to result in pro- 
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portional increases in revenues so that an 
appropriate allowance for future invest- 
ment would be automatically provided. 

This premise loses validity when large 
new investments must be made at prices 
sharply higher than the average cost of 
existing plant. Consequently, the commis- 
sion adopted the “end of period” rather 
than the “weighted average” to provide a 
counterbalance for “attrition” in earn- 
ings. 

Among the regulatory bodies which 
have adopted this policy are the Maryland 
and Virginia commissions, which also have 
jurisdiction over the Potomac Electric 
Power Company. 


Construction Work in Progress 


Prior to 1948 the commission, like the 
majority of regulatory authorities, al- 
lowed a credit to income for interest dur- 
ing construction. This accrual was treated 
as an additional element of construction 
cost. 

It was not included in the rate base, 
however, until the property to which it was 
attributed was placed in service. In 1948, 
in connection with the adoption of a modi- 
fied sliding-scale plan for the company, the 
commission included investments for con- 
struction work in progress in the rate base 
as and when they were made. 

The commission’s chief accountant 
questioned the desirability of continuing 
to include this item in the rate base. The 
commission conceded that the basic con- 
tention for inclusion of only property ac- 
tually in service has much to recommend 
it. But it decided that it should not exclude 
this item since the company is confronted 
with a need for financing a large construc- 
tion program, as well as remedying the 
effects of past postponement of equity fi- 
nancing due to litigation in which it was 
recently engaged. This represented a prac- 
tical choice between alternatives applica- 
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ble only in the particular context of the 
present situation. 


Unit for Rate Making 


The company’s service area includes 
portions of Maryland and Virginia con- 
tiguous to the District of Columbia. The 
company constitutes, however, a single in- 
tegrated operating entity in a cohesive 
area. Its service area, including the por- 
tions in Maryland and Virginia, constitute 
a single metropolitan unit; investments in 
plant and facilities have properly been 
made in terms of the entire functioning 
system without regard to geographic 
boundaries and the system operations are 
intertwined and interdependent. 

The commission concluded, therefore, 
that it was appropriate to employ system- 
wide investment and revenue figures, as 
well as a single system rate of return, in 
fixing rates for sales subject to its juris- 
diction. For the same reasons the com- 
mission deemed it proper to allocate the 
proposed rate increase among the com- 
pany’s various classes of customers on es- 
sentially a system-wide basis. 


Return Allowance 


A return falling within a range of 5.75 
per cent to 5.85 per cent was considered 
just and reasonable, whereas a return of 
54 per cent was deemed unfair and un- 
reasonable under present conditions. In 
reaching this conclusion, the commission 
recognized the importance to the commu- 
nity of furnishing the company with a 
basis for successfully financing its con- 
struction requirements on _ reasonable 
terms. In addition, it gave effect not only 
to the importance of the attrition problem 
but also to the action it was taking to 
minimize its impact. Re Potomac Elec- 
tric Power Co. PUC No. 3502/13, For- 
mal Case No. 438, Order No. 4182, April 
6, 1955. 


MAY 26, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


Stock Option Plan Approved 


HE New Mexico commission has au- 

thorized a natural gas company to 
convert its capital stock of $7.50 par value 
to no-par value capital stock. It has also 
authorized the issuance of additional no- 
par value capital stock pursuant to a stock 
option plan. 

The conversion to no-par value stock 
was considered consistent with the public 
interest. The commission pointed out that 
the question whether a utility’s outstand- 
ing equity securities should have a nominal 
or par value, or carry no such value, is a 
matter primarily for determination by 
management in the exercise of prudence 
and discretion, so long as the interests of 
the public, consumers, or investors will not 
be adversely affected by the proposed 
transaction. 

All employees of the company under the 
age of sixty-five are eligible to receive a 
stock option under the plan. The purchase 
price of the stock, subject to option, shall 
not be less than 95 per cent of its fair mar- 
ket value at the time the option is granted. 
No option shall be exercised more than ten 
years from the date when granted. The 
money obtained from the sale of stock, 
pursuant to the plan, is to be used for pur- 
poses permitted by the governing statute. 

The company is passing through a pe- 
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riod in which the demand for its service is 
growing substantially. Consequently, it 
contemplates a construction program ex- 
pected to involve the expenditure of about 
$10,000,000 within the next few years. 
Any funds derived through the operation 
of the stock option plan will be used to 
meet anticipated commitments for con- 
struction. 

The commission observed that the his- 
torical development of statutory regulation 
of security issues by public utilities reflects, 
as the primary purpose of such regulation, 
the protection of both the investor and the 
ratepayer by preventing impairment of the 
company’s credit by overcapitalization. 
Testimony established the fact that the 
funds derived through the operation of the 
plan would not be used to pay operating 
expenses or to pay dividends. 

In concluding that the governing statute 
did not proscribe the issuance of stock pur- 
suant to a stock option plan, the commis- 
sion pointed out that the statutory com- 
mand relates to the use of the money ob- 
tained by an issue of securities, rather than 
to the method by which the money is to be 
obtained. The choice of method is wholly 
a function of management. Re Pioneer 
Nat. Gas Co. Case No. 438, March 28, 
1955. 


FPC Regulation of Power Project Precludes State 
Interference with Dam Operation 


| tmedeanid court of the United States 
has granted a power company’s peti- 
tion to prohibit a state court from enter- 
taining an action brought by a state to en- 
join an electric company from operating 
a dam in such a way as to interfere with 
the flow of a river prior to exhaustion of 
administrative remedies before the Fed- 
eral Power Commission. The river is navi- 
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gable and all power installations on it are 
within the exclusive jurisdiction of the 
Federal Power Commission under the 
Federal Power Act. It was pointed out 
that the commission has assumed jurisdic- 
tion over such installations. 

The court concluded that the action was 
one within the exclusive jurisdiction of the 
Federal Power Commission and that no 
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duality of control existed. The commission 
has instituted an investigation as to the 
need for a federal license under the Fed- 
eral Power Act for the project. If a license 
should be granted with directions as to the 
manner of operation, and the state court 
should enjoin operation, the company, in 
obeying the injunction, would be acting in 
violation of the terms of its license. It 
would be subject to action by the commis- 
sion for this violation, causing a possible 
suspension or revocation of its license, or 
an injunction ordering it to resume opera- 
tions pursuant to the terms of the license. 


Administrative Remedy 


Concerning the need for an exhaustion 
of administrative remedies before bring- 
ing the injunction action, the court said: 


The Federal Power Act gives a broad 


remedy in matters such as those in issue. 
See 16 USCA § 825e, to the effect that 
“Any person, state, municipality, or 
state commission complaining of any- 
thing done or omitted to be done by any 
licensee or public utility in contravention 
of the provisions of this chapter may ap- 
ply to the commission. . . .” The act goes 
on to provide for investigation and hear- 
ings. Thus it is clear that the state is 
given a remedy before the commission, 
and it also appears that the state has 
appeared and intervened in the proceed- 
ings before the commission. We cannot 
assume that the state will not obtain, 
from the Federal Power Commission 
and the federal courts, any relief to 
which it is entitled. 


California Oregon Power Co. v. California 
Superior Court, 279 P2d 807. 


Rates for Intercompany Foreign Exchange 
Telephone Service 


HE New York commission approved 

a tariff filed by a local telephone com- 
pany for intercompany foreign exchange 
service. Although technically applying to 
this company alone, the tariff was the re- 
sult of studies made by a committee of the 
New York State Telephone Association. 
Probably it will serve as a pattern for the 
telephone industry in the state on this par- 
ticular subject. 


Intercompany Foreign Exchange 
Service Defined 


Intercompany foreign exchange service 
is the furnishing of telephone service to a 
subscriber located in the territory of one 
telephone company (referred to as the nor- 
mal company) from an exchange of an- 
other company (called the serving com- 
pany). Under existing tariffs the serving 


company furnishes all facilities, starting 
with its switchboard, to the boundary of 
its territory. The normal company from 
that point furnishes the balance of the 
service, except that in some cases the serv- 
ing company furnishes the telephone in- 
strument in the subscriber’s premises. 
The subscriber pays the rates of the 
serving company plus a mileage charge to 
the normal company. In addition, the sub- 
scriber is required to pay the cost of any 
poles located in the territory of the normal 
company, or where poles are leased, the at- 
tachment rental charges within the terri- 
tory of the normal company. The sub- 
scriber pays construction or mileage 
charges in the territory of the serving com- 
pany only in cases where a construction 
or mileage charge would apply if he were 
located at the intercompany boundary. 
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New Tariff Provisions 


Under the old tariff the mileage charges 
were based on 60 cents per month per 
tenth of a mile of line shared by all cus- 
tomers on the line in proportion to the 
length of line required to serve them. Un- 
der the proposed tariff the charge would be 
90 cents per tenth for a subscriber desir- 
ing to have individual line service, and 30 
cents per tenth of a mile to subscribers 
having multiparty service irrespective of 
the number of people on the line. In addi- 
tion the billing company would be allowed 
to charge a dollar monthly to cover admin- 
istrative costs. 


Effect on Customers 


The commission pointed out that the 
subscriber taking normal exchange service 
must either pay the rates fixed in the tariff 
or go without service. The customer tak- 
ing intercompany foreign exchange serv- 
ice is not required to do so unless he de- 
sires it. This service, the commission said, 
is a special service, and, like all other spe- 
cial services, should be fully compensatory 
so that it will not be a burden on the great 
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Return Based 


HE New Mexico commission author- 
ized a telephone company to increase 
its rates so as to provide a return of 5.91 
per cent. The rate base adopted was net 
plant investment for a 12-month period, 
less plant under construction, plus ma- 
terials and supplies, plant held for future 
use, and about 18 per cent of the com- 
pany’s claim for cash working capital. The 
commission selected end-of-period rate 
base to allow some consideration for the 
attrition factor claimed by the company. 
In arriving at the return allowance, the 
commission stated that the present favor- 
able debt ratio, and recent successful bond 
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bulk of customers who neither desire nor 
have such service. 

Pointing out that revenue changes 
would not be large, the commission said 
that that fact, in and of itself, was no rea- 
son for permitting any rate changes which 
are unreasonable. The structure of the 
tariff on mileage charges has certain ad- 
vantages to the companies involved and 
the benefit to the customer that he knows, 
when taking the service, what his charges 
will be and that they will not be increased 
or decreased, depending upon the addition 
or deduction of other customers. In ap- 
proving the tariff the commission said: 


In passing on the question here pre- 
sented, we do not wish to be understood 
as being optimistic enough to give the 
proposed tariff such a wholehearted en- 
dorsement as to establish it as an in- 
fallible guide to the future. We do say, 
however, under conditions as they exist 
in the industry as of today and upon the 
testimony before us, it appears that the 
tariff has been justified. 


Re Cazenovia Teleph. Corp. Case 17141, 
February 21, 1955. 


on Investment 


and stock ventures of the company, indi- 
cated that the public investor felt that the 
company was in an excellent credit posi- 
tion. The cost of capital, as one of the 
determining factors in arriving at the re- 
turn allowance, indicated that the com- 
pany was meeting its present obligation in 
an increasingly favorable manner. The 
commission set forth its views in the fol- 
lowing paragraph: 


We perceive it as our duty to set rates 
which will be reasonable and lawful for 
both the company and the public regard- 
less of the possibility of fine technicali- 
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ties on formulas by which we reach these 
decisions. The basic responsibility is 
ours which we cannot let go by default. 
At this point it is deemed appropriate to 
state that the policy of the commission 
will be to investigate the financial con- 
dition of all utilities under its jurisdic- 
tion at reasonably frequent intervals so 
as to keep itself informed on all matters 
in connection therewith in order to pro- 
tect the public as well as to be fair with 
the utility companies. It will be the duty 
of the commission to bring about reduc- 
tions when circumstances permit by the 
same token that there is the duty to 
grant increases when conditions make 
it necessary. The public interest requires 


& 


that a utility be allowed sufficient earn- 
ings to keep it financially healthy, physi- 
cally efficient, and forward-looking in 
order that it may render adequate public 
service and continue to expand that 
service. The rate-paying public should 
remember and appreciate this fact. Yet 
a regulated utility rendering essential 
service under an exclusive franchise is 
not exposed to all the economic risks and 
hazards which ordinary private business 
must face at all times. Management and 
stockholders should remember and ap- 
preciate this fact. 


Re Mountain States Teleph. & Teleg. Co. 
Docket No. 350, Order No. 2273, Decem- 
ber 3, 1954. 


Restoration of Telephone Service Denied 


HE California commission dismissed 

a former subscriber’s complaint 
against a telephone company’s refusal to 
restore service. The company had orig- 
inally discontinued the service upon receipt 
of a request from the county sheriff’s office 
to do so because of the use of the tele- 
phone for book-making purposes. 

The commission indicated in its opinion 
that inasmuch as the company had shown 
probable cause for its action, the sub- 
scriber had the burden of showing that his 
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proposed use in the future would be law- 
ful. It was noted that the hearing had been 
continued to afford the subscriber an op- 
portunity to show the use which he planned 
to make of the instrument in the future 
but that the subscriber failed to appear. 
Under these circumstances the commission 
had no alternative but to deny the applica- 
tion. Security Currency Services, Ltd. v. 
Pacific Teleph. & Teleg. Co. Case No. 
5589, Decision No. 51239, March 21, 
1955. 


Telephone Co-operative’s Complaint against 
Burdensome Switching Service Upheld 


ee complaint against a 
rearrangement of toll circuits result- 
ing from another company’s conversion 
of one of its exchanges to dial operation 
was considered justified by the Wiscon- 
sin commission. 

The co-operative (Modena) had to in- 
stall some dial equipment in its central 


office and its operators had additional 
work in switching traffic for two telephone 
exchanges (Alma and Mondovi). No 
compensation was paid the co-operative 
to cover its increased costs. 

The co-operative desired the commis- 
sion to require the companies to establish 
standard intrastate toll rates on the serv- 
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ice which it handled and to order that the 
co-operative be compensated for its extra 
service. In the past, the commission said, 
unlimited interexchange service had been 
permitted between the three exchanges in- 
volved; that is, Modena, Mondovi, and 
Alma. Mondovi and Alma were connected 
by two circuits bridged at the central of- 
fice of the co-operative. Under this ar- 
rangement the Alma and Mondovi opera- 
tors could signal one another without the 
aid of the co-operative’s operator. When 
Mondovi converted to dial, the co-op- 
erative’s operator had to switch all calls 
in either direction between Alma and 
Mondovi. 


Unlimited Interexchange Service 


The commission said that the problems 
presented by this situation are familiar 
ones. Unlimited interexchange service 
which originated in the pioneer days of 
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the industry is gradually disappearing. It 
is replaced either by toll rates or extended 
area service, depending on whether there 
is a community of interest between adja- 
cent exchanges. The best way of deter- 
mining whether there is a community of 
interest is by checking the relative use of 
service by subscribers. If a few subscribers 
are placing a majority of the calls, a toll 
rate is indicated. When the volume of 
calls comes from many subscribers, a com- 
munity of interest can usually be found 
and the exchange rate will be increased to 
cover the cost of rendering the extended 
service. 

The conversion of many exchanges to 
dial, the ever-increasing costs of service, 
and the need for good toll circuits free of 
so-called visiting messages, the commis- 
sion noted, have speeded up the demise of 
the “free toll” circuits. Modena Co-opera- 
tive Teleph. Co., Inc. v. Mondovi Teleph. 
Co. et al. 2-U-4345, March 25, 1955. 


Rates Based on Fair Value 


HE South Dakota commission has 

authorized a telephone company to 
increase rates for dial service on a trial 
‘basis, subject to further investigation 
when actual operating results under the 
new rates are available. It was apparent 
that the company could not continue to 
operate under its present rates, with an 
assumed increase in subscribers, and pro- 
duce revenues sufficient to pay operating 
expenses and service its debt. Under the 
new rates it could pay operating expenses 
and the interest on its debt, but a consid- 
erable portion of the repayments on an 
REA loan would have to be paid out of 
the depreciation reserve. 


Unit for Rate Making 


Protestants claimed that the valuation 
of the exchange plant where the rate in- 
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crease was sought should be shown. The 
commission noted that prior to 1946 (Re 
Northwestern Bell Teleph. Co. 66 PUR 
NS 140) telephone rates were determined 
on an individual exchange basis. This 
was never entirely satisfactory in that a 
considerable portion of a telephone com- 
pany’s expense and plant valuation is ap- 
plicable to total operations and could only 
be assigned to an individual exchange by 
some method of allocation. 

In 1946, however, the commission held 
that telephone rates should be based upon 
a statewide grouping method whereby 
cities and towns having similar service 
characteristics are placed in the same serv- 
ice and rate category. This method has 
since been held by the Federal Communi- 
cations Commission, courts, and commis- 
sions generally to be fair, just, reasonable, 
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and nondiscriminatory, both from the 
standpoint of cost of service available per 
station and the pricing of such service. In 
the present case the areas were all in the 
same group category and, therefore, a dif- 
ferential in rates was not warranted. 


Fair Value Basis 


A question was raised whether any tele- 
phone company is entitled to receive con- 
sideration in any manner for a rate in- 
crease if it fails to show actual cash in- 
vestment. 

The state commission answered this 
question in the negative, saying that tele- 
phone rates must be based upon the fair 
value of the plant and equipment used 
and useful, at the time it is used, to pro- 
vide the service. The amount of cash 
money the owner may have paid for such 
plant in service may have been too much 
or too little. 

Such a plant may have been purchased 
for the nominal sum of one dollar, in 
which case adequate rates could not be 
based upon such an amount but should be 
based upon the fair value of such plant as 
nearly as might be determined. Likewise, 
the commission noted, if a company pays 
more for a certain plant in service than is 
considered its fair value for rendering the 


service in question, such excess cost is 
segregated from the rate base and carried 
in an account known as Acquisition Ad- 
justment, and the company is usually al- 
lowed to amortize this amount out of 
earnings over a period of years. 


Mismanagement Claims 


The final question raised was whether 
any individual may gain control of a cor- 
poration and manage it in such a manner 
as to keep his entire family on the payroll, 
pay himself a large salary, and then in- 
crease rates in order to meet such payroll 
and maintain the handicap of poor man- 
agement. 

The commission could find no evidence 
of mismanagement. The corporation is 
under the direct control of nine directors, 
all of whom are stockholders and tele- 
phone subscribers living in the various 
areas where the company operates. The 
management, traffic, and general expenses, 
including the salary and expenses of the 
manager, bookkeeper, clerks, and all other 
expenses in connection with the main of- 
fice, including rent, were found to be rea- 
sonable. In fact, the general expense was 
considered conservative. Re Independent 
Teleph. Inc. of Aberdeen, F-2420, March 
4, 1955. 


Past Service Pension Costs Partially Borne by 
Telephone Company Stockholders 


HE North Carolina commission, in 

authorizing a telephone rate increase, 
held that the company’s stockholders 
should, in effect, contribute one-half of 
the annual net cost of past service pen- 
sions by charges against surplus until such 
time as such costs have been amortized. 
The commission observed that it has not 
looked upon pension plans with disfavor 
provided they reflect a degree of employee 
participation, or plans in which the com- 


pany absorbs a reasonable portion of the 
past service costs throughout the entire 
employment of its present employees. 
The company had adopted a plan cover- 
ing the entire period of employment of 
its eligible personnel except for the first 
2-year probationary period of employ- 
ment. The cost of such a plan was neces- 
sarily high and would remain so until such 
time as the past service cost was complete- 
ly paid. The cost of the past service fea- 
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ture of the company’s plan was being 
amortized through operating expenses 
over a 10-year period. 


Return Allowance 


A rate of return of 6 per cent applied 
to the company’s net investment rate base 


e 


was held to be necessary to give the com- 
pany a reasonable return on its investment 
devoted to the public use, whereas a re- 
turn of 6.7 per cent was considered ex- 
cessive. Re Norfolk & Carolina Teleph. 
& Teleg. Co. Docket No. P-40, Sub 14, 
March 14, 1955. 


Stock Split-up Not a New Stock Issue 


| ite E Wisconsin commission, in author- 
izing a telephone company to split up 
its no-par value common stock on a 4- 
for-1 basis, held that the split-up did not 
constitute a new stock issue. Rather it was 
held to constitute an amendment of a prior 
authorization. 


Preferred Stock Authorized 


The commission also authorized the 
company to issue cumulative preferred 
stock to finance capital expenditures. The 
new financing would result in a decrease 
in the ratio of common stock equity to 
total capitalization from 65 per cent to 
51.6 per cent. 

Inasmuch as the common stock equity 
included the entire amount of surplus as 
of December 31, 1954, the commission 
held that the certificate of authority should 
provide that cash dividends on common 
stock should be paid only from earnings 
subsequent to that date, unless and until 
the stated value of common stock (ex- 
cluding earned surplus) should be equal 
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to at least 50 per cent of the total capital- 
ization. 


Issuance Expenses 


The cost of capital obtained from the 
issuance of preferred stock was estimated 
at 6.24 per cent. The company proposed 
that the net proceeds of the issue would 
be used for capital expenditures on tele- 
phone plant. The commission pointed out, 
however, that the issuance expenses would 
not give rise to an asset of realizable value. 
In accordance with normal financial and 
accounting practices of telephone compa- 
nies under prescribed accounting regula- 
tions, these expenses could be written off 
to surplus. 

Accordingly, the commission held that 
it was proper that they should be deemed 
to be paid from cash derived from earn- 
ings retained in surplus, and that an 
amount equal to the full par value of the 
stock be used for the capital expenditures. 
Re Community Teleph. Co. 2-SB-592, 
April 15, 1955. 


General Rate Increase Applied to Wholesale 
Electric Contract 


HE Maine commission held that it had 
authority to modify contract rates for 
wholesale electricity upon proof that the 
rates were unjust, unreasonable, insufh- 
cient, or unjustly discriminatory. A con- 
tract which initially fixed fair rates could 
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be set aside if conditions changed and the 
rates were no longer fair. 

The commission noted that if a general 
increase previously authorized was not 
made applicable to contract rates, the re- 
sult would be a lower return than had been 
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found reasonable. In the alternative, non- 
contract consumers would bear an in- 
equitable portion of the increase. There- 
fore, it was held that the contract rates 


e 


should be modified so as to divide the in- 
crease among all customers approximate- 
ly equal. Re Central Maine Power Co. 
FC No. 1459, March 29, 1955. 


Regulation of Directory Advertising Upheld 


A dey California commission dismissed 
a subscriber’s complaint against a 
telephone company’s refusal to accept list- 
ings in its directory. The subscriber had 
two main listings and desired fourteen 
joint user service listings. The subscriber 
operated an appliance repair shop and 
sought the additional listings to inform 
the public as to the trade names of the 
appliances which it made a specialty of 
servicing. 

The commission upheld a company 
regulation permitting the refusal of list- 
ings where the name offered was not a 
name under which business was actually 
conducted. The situation in the present 
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proceeding was that “‘no persons were em- 
ployed by, nor were books and records 
kept, nor work performed” under any of 
the various names used in the listings. 


Discriminatory Practices Ended 


Evidence appeared at the hearing that 
in several other cases the company ac- 
cepted the same kind of listings that it 
rejected in this proceeding. This practice 
was found to be discriminatory and the 
company was ordered to refrain from con- 
tinuing it in the future. California Refrig- 
erator Repair Shop et al. v. Pacific Teleph. 
& Teleg. Co. Case No. 5545, Decision No. 
50983, January 18, 1955. 


Not by Maps Alone May Territorial Dispute 
Be Resolved 


| deo meats maps, the Ohio commission 
said, are not conclusive proof of the 
extent of a utility’s service area. These 
maps are matters for consideration but 
they are not controlling. 


Proof of Concurrence 


The case at hand involved two telephone 
companies. One actually rendered service 
in the area under dispute while the other 
had filed a map about fifteen years earlier, 
which included the territory, but it had 
never made any effort to extend its lines 
into the area. Some attempt was made by 
the proponent of the map to show that 
the other company concurred in the bound- 
aries shown on the map. 
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The commission gave this little weight. 
The concurrence, it turned out, amounted 
to a signature on the map by the son of 
the owner of the other company obtained 
from him while “he was tending bar at 
the Biue Goose Tavern at the insistence 
of two gentlemen, one of whom he as- 
sumed (erroneously) was an engineer for 
the public utilities commission.” 


Determination of Operating Area 


The commission said that the deter- 
mination of a company’s operating area is 
always a difficult matter and presents a 
question of fact. The order requiring that 
maps be filed was an attempt to remedy 
the situation. These maps, if concurred in 
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by all companies in an area, “serve as a 
guide to potential subscribers, to the pub- 
lic generally, and to this commission as 
to the location of the service of each tele- 
phone company in Ohio.” 


Commission’s Continuing Authority 


The filing of a service-area map, the 
commission ruled, does not forever bar the 
commission from exercising a continuing 
supervision over the location of the bound- 
aries of Ohio telephone companies. Even 
the requirement of mutual consent by all 
companies in an area would not indicate 
an intent to freeze the boundaries for all 
time unless and until the companies could 
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agree on a proposed boundary change. 

The commission said that, in addition 
to the maps, the existence or nonexistence 
of service in the area must be considered. 
Other factors are the identity of the com- 
pany presently rendering service, the cir- 
cumstances and conditions of present serv- 
ice, and the community of interest of the 
area involved. After analyzing all these 
considerations, the commission decided 
that notwithstanding the maps, the com- 
pany presently serving should be permitted 
to continue. A correction of the service 
area records to reflect this finding was 
ordered. Re Bolton (Lucas Teleph. Co.) 
No. 24051, April 27, 1955. 


City Consent Not Needed for Bus Service to Airport 


HE Florida supreme court ruled in 
favor of a bus company in a proceed- 
ing to determine whether the company’s 
certificate from the state reguiatory com- 
mission was sufficient authority for cer- 
tain operations or whether a municipal 
certificate was also required. The opera- 
tions under consideration were between 
the Dade County International Airport 
and the company’s Miami Beach Termi- 
nal. 
The supreme court upheld a lower court 
decision in favor of the bus company. The 
court distinguished this case from one 


= 


where the primary business of a carrier 
was within a city and “the operation in 
adjoining suburban territory was fortui- 
tous in character.” In the case at hand the 
primary operations involved regular runs 
outside the municipal area. These trips 
were not casual or incidental to a carriage 
business within city boundaries. Under 
such circumstances the state commission 
is the only regulatory body which could 
exercise complete and effective jurisdic- 
tion. Mercury Cab Owners Asso. v. Miami 
Beach Air Transport, Inc. et al. 77 So2d 
837. 


Gas Storage Field Transferred 


HE Tennessee Gas Transmission 

Company has been authorized by the 
New York commission to purchase from 
the Iroquois Gas Corporation an undivid- 
ed interest in a gas storage field. The 
storage field was too large for develop- 
ment by the selling company, whereas it 
could be developed by a great transmission 
system such as Tennessee. 
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Advantages of Acquisition 


Western New York is the area directly 
affected by the transaction. The commis- 
sion pointed out that it has expended 
great efforts over a long period of time to 
develop and improve natural and mixed 
gas systems in the western New York 
area. Largely through its efforts 900 Btu 
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content mixed gas is now being served by value of cushion gas to develop the field 
the selling company and its affiliate, and before gas will be available for withdrawal 
eventually all the territory presently purposes. The purchasing company, under 
served by them will be served by a single the terms of the agreement, will contribute 
company, with greatly improved sources the necessary cushion gas to the field with- 
of supply. Space-heating customers are out cost to the selling corporation. With- 
being added by both companies in increas- out such contribution the selling company 
ing numbers. Gas is being served to pres- would be unable to develop so large a stor- 
ent customers at prices highly competi- age field. The commission concluded that 
tive with other types of fuel, and possibly that feature alone established beyond 
at a lower over-all cost. doubt the benefit of the acquisition to the 
The commission concluded that under- public. 
ground storage is the only feasible method The Federal Power Commission has 
for developing space-heating usage in an already authorized Tennessee to develop 
area such as this where the sources of gas the area. The sole bar to the consumma- 
supply are remote from the distribution tion of the project was permission from 
area. Development of the storage field in the state commission for Tennessee to 
question will add another and by far the acquire an undivided one-half interest in 
largest storage field in the western New the field and facilities, the only feasible 
York area. method of development. Re Iroquois Gas 


However, it will require $4,000,000 in Corp. Case 17199, March 22, 1955. 
e 


Penalty Provision on Late Bills Revised 


MUNICIPAL electric utility applied to desired to print only the net bill on the 
the Wisconsin commission for au- card and have printed information on the 
thority to change the penalty for late pay- card that a flat penalty of 5 per cent would 
ment. be applied after the last discount date. 
The city desired to place in effect Although the gross charge of 5 per cent 
a flat 5 per cent differential between the in excess of the net billing would be an 
gross and net bills for all classifications increase for some customers, the commis- 
of accounts except large power customers sion was of the opinion that the over-all 
and street-lighting and athletic field light- effect would be negligible. Findings of rate 
ing customers. base or indicated rate of return were not 
Having recently modernized its billing necessary. The application was approved. 


practices by installing a billing machine Re City of New Holstein, 2-U-4373, April 
which used post card billing, the utility 17; 19355. 


& 


Commission Disclaims jurisdiction over Contract 


Controversy 
A individual’s complaint against an indicated that the matter was one which 
electric company’s relocation of cer- should be resolved by the courts. 
tain poles on his property was dismissed The complaint was based on a contract 
by the Ohio commission. The commission between the property owner and the com- 
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pany which gave the company certain 
rights to erect and maintain poles on the 
property. 

The Ohio commission pointed out 
that its jurisdiction was limited to ques- 
tions of rates, service, customer classifi- 


2 


cation, and similar matters. The commis- 
sion does not automatically have juris- 
diction simply because a public utility is 
one of the parties to a dispute. Nutting v. 
Cleveland Electric Illum. Co. No. 25,385, 
April 29, 1955. 


Natural Gas Rate Investigation Terminated 


HE Massachusetts department has ter- 

minated its investigation of natural 
gas rates which had been filed upon con- 
version from manufactured to natural 
gas. Since at the time of filing the depart- 
ment had had no prior experience with 
the distribution of natural gas, it permit- 
ted the rates as proposed to go into effect, 
and ordered an investigation so that if the 
operating results proved that the company 
was in a position to reduce the rates, the 
department would likewise be in a posi- 
tion to order a hearing immediately and 
to issue an order accordingly. 

The company’s net operating income, 
after adjustment for conversion note in- 
terest, represented a return of 7.65 per 
cent on net operating investment. The 


department said that normally such a re- 
turn might justify some action on its part. 
However, the reported net income resulted 
from a nonrecurring tax credit, without 
which the net earnings would have been 
substantially smaller. 

The company wrote off a $35,000 prior 
year nonrecurring carry-back loss in 1954 
for tax purposes, reducing federal income 
tax accruals by about $18,000. Were it not 
for this credit, net earnings would have 
been about 6 per cent on the net operating 
investment. Consequently, the department 
concluded there was no immediate possi- 
bility of compelling the introduction of 
lower rates and it terminated the investi- 
gation. Re Wachusett Gas Co. DPU 
10313, April 21, 1955. 





Other Recent Rulings 


Emergency Rates. The supreme court 
of Ohio has held that the determination 
of whether an emergency exists, warrant- 
ing a temporary alteration of rates, and 
the length of time such altered rates shall 
remain in effect, are within the judgment 
and sound discretion of the commission 
under the statute giving the commission 
jurisdiction over emergency rates. Manu- 
facturers Light & Heat Co. v. Ohio Pub. 
Utilities Commission, 125 NE2d 183. 


Return on Present Value. The Illinois 
supreme court, in finding that the commis- 
sion’s allowance of a return of 5.2 per 
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cent was both reasonable and proper under 
the facts disclosed with regard to values 
and economic conditions, declared that the 
company should earn its return on present 
value rather than upon original cost of 
property. Chicago v. Illinois Commerce 
Commission, 123 NE2d 500. 


Telephone Service Restoration. In de- 
nying an applicant’s request for an order 
directing a telephone company to restore 
equipment and service, the New York su- 
preme court commented that acquittal on 
a charge of bookmaking did not in and of 
itself establish a clear right to have the 








XUM 


PROGRESS OF REGULATION 


service restored, nor could the company be 
compelled to furnish such service if there 
existed reasonable grounds for believing 
that the telephone would be used for illegal 
purposes. Sguelia (Charlie's Market) v. 
New York Teleph. Co. 137 NYS2d 404. 


Inadequate Telephone Service. The 
California commission found the service 
of a telephone company inadequate and 
ordered immediate improvement where 
complaining subscribers successfully estab- 
lished that the company had but one toll 
line in the area so that frequently the 
long-distance operator had to repeat con- 
versations and that the hours of regular 
service were limited. Graun et al. v. Siski- 
you Teleph. Co. Case No. 5506, Decision 
No. 51087, February 7, 1955. 


Return Allowance. The Colorado com- 
mission, in authorizing an electric com- 
pany to increase its rates, considered a re- 
curn of 6.32 per cent on the original cost 
rate base fair. Re Home Light & P. Co. 
Application No. 12893, Decision No. 
43938, January 27, 1955. 


Unlawful Preference. The California 
commission refused to allow a contract 
carrier, which was the alter ego of a high- 
way common carrier, to perform service 
for a selected shipper at rates different 
from those maintained in the common car- 
rier’s tariff, since to allow a lesser rate 
would result in an unlawful preference. 
Re Direct Delivery System, Ltd. Decision 
No. 50924, Application No. 35927, De- 
cember 30, 1954. 


Interchange Service Not Restricted. 
The Kentucky court of appeals, in uphold- 
ing a common carrier truck certificate, said 
that the right to render interchange serv- 
ice is an incident of a certificate to render 
common carrier service between desig- 


nated points and that an applicant there- 
fore need ‘not prove, specifically, conven- 
ience and necessity for such interchange 
service. Germann Bros. Motor Trans- 
portation, Inc. et al. v. Flora, 274 SW2d 
797. 


Franchise Right Superior. The Ken- 
tucky court of appeals held that the right 
of a transit company, under a franchise 
authorizing it to operate over a city’s 
streets and highways, to extend its serv- 
ice to a newly annexed area was superior 
to that of a bus company holding a certifi- 
cate of public convenience and necessity 
to serve the area annexed. Whitaker et al. 
(Blue Motor Coach Lines) v. Louisville 
Transit Co. 274 SW2d 391. 


Extraterritorial Service Not Regulated. 
The Utah supreme court held that the sale 
of surplus water by a city to consumers 
beyond its city limits was not subject to 
commission regulation. County Water 
System, Inc. v. Salt Lake City et al. 278 
P2d 285. 


Change to Motorbus Denied. A trans- 
it company was refused permission by the 
Maryland commission to convert certain 
segments of its trolley line to motorbus 
operation where the proposed changes 
would adversely affect the public interest. 
Re Baltimore Transit Co. Case Nos. 
5383, 5386, February 25, 1955. 


Dial Conversion. A telephone company 
was authorized by the Missouri commis- 
sion to convert to a dial operation where 
approximately 80 per cent of the customers 
indicated their desire to have dial service 
at rates proposed by the company, but the 
commission specified that nothing in its 
approval of the conversion should be in- 
terpreted as an acquiescence in the value 
placed upon the property by the company. 
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Citizens of Fairfax v. United Teleph. Co. 
Case No. 13,035, March 31, 1955. 


Evidence to Support Rate Increase. In 
denying a railroad’s request for authority 
to increase commutation fares, the New 
Jersey board commented that rate making 
is not an adversary proceeding in which 
the applying party need present only a 
prima facie case, but that the applicant 
must provide proof on the record, not 
only as to the amounts of the various ac- 
counts, but also as to the reasonableness 
of the accounts. Re Delaware, L. & W. 
R. Co. Docket No. 8264, March 9, 1955. 


Water Rates Increased. The Massa- 
chusetts department authorized a small 
water company to increase rates calculated 
to yield a return of about 63 per cent, and 
observed that the company’s practice of 
furnishing free service to some of its cus- 
tomers was inconsistent with its undertak- 
ing as a public utility. Re Monterey Water 
Co. DPU 11128, March 11, 1955. 





Zone Transit Fares. The Missouri com- 
mission, in establishing zone rates for a 
transit company, observed that such rates 
are practical and advantageous in that they 
promote short-haul riding by keeping the 
fare low and at the same time do not hurt 
the longer ride traffic since these riders 
will, in most cases, willingly pay a higher 
fare for proportionately greater service. 
Re St. Louts Pub. Service Co. Case No. 
12,974, March 31, 1955. 


Less Than Maximum Rate. The Mis- 
souri commission, in authorizing a rail- 
road to charge less than the maximum ce- 
ment rate between certain points, com- 
mented that, while it believed shippers 
were entitled to the benefits of their loca- 
tion, it did not believe that shippers at 
other points should be denied the right of 
access to markets at rates that are reason- 
able and free from undue prejudice and 
preference. Re Western Trunk Lines 
Tariff No. 132-K, Case No. 13,017, 
March 15, 1955. 





Important Notice 


The limited number of pages of full-text decisions which formerly appeared 





in this position in this magazine, under the title of “Preprints of Cases to Ap- 
pear in Public Utilities Reports,” will no longer be published in that form. 
(See explanation in “Pages with the Editors.) Instead, a new service, known 
as “Advance Sheets—Public Utilities Reports, 3d Series,’ is being offered, 


which will assure its subscribers of more prompt and complete reporting of =< 
full-text decisions, including those which formerly had to be omitted from 
Pusiic UTILITIES FoRTNIGHTLY because of space limitations. ~ne 


In this connection, it will be noted that the foregoing department—“Prog- 
ress of Regulation’’—has been expanded to include summaries and analyses 
of a larger number of important cases in a form designed to be of greater serv- 
ice and interest to all readers of the ForTNIGHTLY. In order to accommodate 
this broader coverage, full-text reports of decisions will be omitted from 
this publication. 
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DELTA-STAR 
MK-4.0 Switches 
-often imitated 
—even copied 


-never equaled 





Do look-alikes always perform alike? 





In the case of Delta-Star MK-40 Switches, you always can expect con- 
sistent performance, one switch to the next. The engineering and design 
experience, the skill and care, and the quality of Delta-Star workmanship 
and materials assure permanent, high performance. 


Moreover, Delta-Star MK-40 Switches alone offer a combination of 
unbeatable advantages originated by Delta-Star. These switches have a 
minimum number of moving parts, minimum current interchange sur- 
faces, fully controlled blade with high pressure silver-to-copper contacts 
at both ends. Contacts are fully visible for inspection. Contact pressure 
applying springs carry no current, and offer large deflection to maintain 
uniform high pressure contact over extended periods of wear. MK-40 
Switches feature sturdiest possible construction, using large rugged 
sealed-type ball bearings. 

Switches that look like Delta-Star’s MK-40 don’t necessarily perform the 
same. Even minor changes in bearing centers, or an extra link in the mech- 
anism only introduce needless complications and small parts that may 
detract from top performance. 

Delta-Star MK-40 Switches firmly remain the standard of comparison. 
Consistently they’re your best buy. 


When you want the best in high-voltage equipment specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISIO 
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° 
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H. K. PORTER COMPANY, INC. 
OF PITTSBURGH Bn 
2437 Fulton Street * Chicago 12, Illinois 


District Offices in Principal Cities 


Y 26, 1955—PUBLIC UTILITIES FORTNIGHTLY 


XUM 




















21 


OPERATION VOLTAGE REPORT NO. 1 





Key facts in the application of regulators and capacitors 


REGULATORS 


CAPACITORS 


REGULATORS 
AND CAPACITORS 





QUALITY OF 
REGULATION 


Maintain +1 volt con- 
trol in small steps 


Produce fixed voltage 
rise depending on bank 
size 


— 


Provide better regulation 
than regulators or capac- 





itors used alone 





SYSTEM LOAD 
CAPABILITY 


Raise output capability 
by virtue of increased 
output voltage 


Raise capability of whole 
system and reduce ther- 
mal loading 


Provide maximum sys- 
tem load carrying ability 





REDUCTION OF 
LOSSES 


Some reduction results 


_ from higher voltage, pro- 


ducing lower current for 
a given load 


Reduce I?R and 1?X loss 
on entire system 


Provide economical re- 
duction of system losses 





VOLTAGE CONTROL 
DURING 


Output voltage restored 
after short time delay 


Help sustain system volt- 
age 





Maintain highest emer- 
gency voltage level 





within 


EMERGENCIES 


range available 





LIGHT AND HEAVY 
FEEDER LOADS 





Economical to install at 
lighter feeder loads 





Economical to install at 
heavy feeder loads 


Most economical at any 
feeder loading 








Conclusion: 


FOR MAXIMUM ECONOMY 


USE REGULATORS AND CAPACITORS 


Recent surveys show that most utili- 
ties are planning some means of voltage 
control on almost 90% of all their dis- 
tribution feeders. 

Since this represents a sizeable invest- 
ment in equipment, G-E engineers have 
undertaken a comprehensive study of 
feeder voltage regulation problems to 
help utilities choose the equipment that 
provides economical voltage control. 

The increasing use of capacitors as a 
means of regulating voltage has natu- 
tally led some engineers to look upon 
them as competing with regulators. This 


is not the case, since there is a definite 
place for each on any system. 

The most important result of the 
analysis is that: When used jointly, 
capacitors and regulators always give 
superior voltage control, and greater 
return on system line and substation in- 
vestment. 

This is the first in a series of reports 
dealing with the important conclusions 
drawn from the study. For a complete 
discussion contact your G-E Sales Engi- 
neer for GER-1029 or write General 
Electric Co., Schenectady 5, N.Y. 645-1 


GENERAL @@ ELECTRIC 





PORTABLE DEMONSTRATOR being used by 
Engineers R. M. Butler (left) and D. R. Sam 
to show effect of capacitors and regulators ¥ 
variety of feeder load conditions. 
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Industrial Progress 


Louisville Gas & Elec. Plans 
$500,000,000 Expansion 


LOUISVILLE Gas & Electric Com- 

any expects to spend nearly $500,- 
000,000 on new electric and gas facili- 
ties in the next 20 years to keep 
abreast of anticipated growth in the 
Louisville area. 

Lawrence G. Dahl, vice president in 
charge of rates and research, made 
that forecast. He said the expansion 
will be needed because : 

The company expects the popula- 
tion of the metropolitan area on the 
Kentucky side of the Ohio river to 
double in that time: it takes 100,000 
new homes to house this new popula- 
tion, and a tremendous industrial de- 
velopment is foreseen along the Ohio 
river below Louisville, down to 
3randenburg and perhaps, as far as 
Owensboro. 


"Look Up" Safety Campaign 


A joint campaign to reduce accidental 
contacts with overhead power lines by 
farm and industrial equipment was 
announced recently by Pacific Gas and 
Electric Company and the California 
Division of Industrial Safety. 

Aimed at the elimination of care- 
lessness which causes deaths and in- 
juries in California annually, the cam- 
paign will be carried to employer and 
employee organizations, home owners 
and other groups, by representatives 
of the state and the PG&E. 

Three illustrated pamphlets, em- 
phasize the importance of the need to 
“Look Up” near power lines. One of 


them points out that power lines are 


26, 8 


just as safe as trains, boats, ladders, 
matches, and other common items—if 
you are careful. Distribution of the 
pamphlets has been started. There also 
will be an illustrated lecture offered to 
farm and urban groups by state and 
company representatives. 
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New Heavy Duty Earth Augers 


THE Petersen Engineering Com- 
pany, manufacturers of Pengo earth 
augers, announces the addition of 
Pengo 6 in., 7 in., and 8 in. diameter 
heavy duty flight augers to their line. 

According to the manufacturer, 
these heat treated manganese molly al- 
loy cast steel augers are being pro- 
duced to fill a need for a small diameter 
yet heavy-duty flight auger for use 
with earth boring machines of the type 
used by the utility industry. 

The manufacturer states that this 
is the only series of small diameter 
heavy duty earth augers on the market 
today. 

Literature available from Petersen 
Engineering Company, Manufactur- 
ers, Santa Clara, California. 


C & D Batteries Issues New 
Bulletin on Telephone Batteries 


C & D BATTERIES, Inc. has re- 
leased their newest catalog bulletin T- 
527/55. The bulletin covers C & D’s 
complete line of PlastiCell (high-ten- 
sile alloy grids) batteries for the tele- 
phone industry. Included in the speci- 
fications are data on battery ratings 
and capacities, details of design and 
construction, dimensions, weights and 
types of containers. 

The bulletin can be obtained by writ- 
ing the advertising department of 
C & D Batteries, Inc., of Consho- 
hocken, Pa. 


Catalog Describes Line of Safe- 
T-Stak Steel Storage Files 


DIEBOLD, Incorporated _ recently 
announced the publication and avail- 
ability of a new four-page, illustrated 
catalog (No. AL-2804) which pro- 
vides complete information on a new 
low-cost, space saving method of stor- 
ing inactive records in Safe-T-Stak 
steel storage files. 


This informative brochure tells . . . 
how to reduce waste space normally 
required for storing inactive records 
. . . how to eliminate cost of shelving 

. and how to promote orderliness 
and efficiency when storing records. 
These and many other pertinent facts 
relative to record storage are compre- 
hensively discussed and practical so- 
lutions are offered. 

Catalog AL-2804 will be sent upon 
receipt of letterhead request or pub- 
lication inquiry. 


Gas Industry Offers Information 
For Food Service Field 


UNDER the participating sponsor- 
ship of the American Gas Association, 
thirty-three manufacturers united to 
produce what is said to be the most 
powerful promotion effort in the his- 
tory of the volume food service field. 
This has resulted in a forty page gas 
industry section in the May 1955 issue 
of Restaurant Management. Accord- 
ing to the announcement, this joint 
effort tells in one section for the first 
time, all restaurant operators want to 
know about gas equipment for baking, 
broiling, roasting, frying, surface 
cooking, steaming, water heating, hot 
food storage and serving and special- 
ized counter appliances. There are also 
several pages of editorial matter by 
Arthur W. Dana, a nationally promi- 
nent restaurant consultant. 


Continental Steel Offers Booklet 
On "Planned Protection" 


A new 44-page brochure and refer- 
ence manual on Chain Link Fence, 
“Planned Protection,” has been an- 
nounced by the Continental Steel Cor- 
poration, Kokomo, Indiana. 
Profusely illustrated, the new edi- 
tion features 25 different ways in 
which Continental Chain Link Fence 
(Continued on page 24) 











"Best machine yet” says district manager 
of company using Clevelands for 29 years 


OKLAHOMA NATURAL GAS CO. 
bought its first Cleveland “Baby 
Digger” back in 1926 and since 
then has continually used Cleve- 
land trenchers throughout its 
system. The Company is currently 
keeping 10 Clevelands busy on 
distribution work. 


Typical of the hundreds of jobs 
Clevelands have done for this 
owner is the one pictured above 
in Bristow, Okla. This job called 
for 800 feet of trench, 30 inches 
deep by 14 inches wide, for the 
rebuilding of a main under an 
asphalt-surfaced street and 
through shale, in the middle of 
winter. The “Baby Digger” easily 


cut the required trench—right on 
schedule—in spite of the combi- 
nation of adverse conditions. 


Commenting on the Cleveland’s 
performance, O. M. Heartwill, 
manager at Bristow for Oklahoma 
Natural Gas Co., put it tersely, 
“Best machine yet.” 


Performance like this is mot extra- 
ordinary for Clevelands—it’s 
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INDUSTRIAL PROGRESS 
(Continued ) 


is serving the industrial, institutional 
recreational, aviation, and municipal 
fields, and points up the extra value 
claimed for Continental Fence in pro- 
viding greater strength and rust re- 
sistance, and longer fence life made 
possible by Konik Steel, from which 
Continental Chain Link Fabrice js 
made. 

The new publication contains com- 
plete specifications on light and heayy 
Chain Link Fencing, illustrates and 
10 styles of Continental 
Fence available, shows various types 
of terminal and line posts, and out- 
lines gate construction details. The 
manufacturer claims the book is one 
of the most complete treatments of 
Chain Link Fence published in recent 


| years, 


A copy of “Planned Protection” jg 
available without charge. 


Black Hills Pwr. & Lt. Puts New 
47,000 Volt Line in Service 


A new high-voltage transmission line 
was energized and put into service by 
the Black Hills Power and Light Com- 
pany recently. The 47,000 volt line, 


| between BHP&L’s 5,000 KW Wyo- 


dak steam plant and Upton, Wyoming, 
ties that plant in to the company’s 
interconnected system. 

In addition to integrating the com- 
pany’s Wyodak plant into its existing 
transmission system, the new line 
makes it possible for power to be fed 
to the Gillette, Wyoming area from 
BHP&L’s Osage plant. 

Substation capacity for the line was 
constructed at Wyodak by power com- 


| pany crews. The transformer for that 


expected of them. Their quality | 


construction, maneuverability, 
compactness, dependability and 
all around dig-ability have made 
them standard equipment for the 
gas industry for more than 30 
years. It’s a record worthy of 
your consideration. 


See your local distributor for the full Cleveland story or write direct to: 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 








CLEVELAND 











station was moved from Ellsworth 
Air Force Base late in March. 


$5,500,000 Program Proposed by 
Wisconsin Public Service 


IN the next 12 months, Wisconsin 
Public Service Corporation will spend 
an estimated $5,500,000 for additional 
facilities to serve the growing needs 
of its customers, according to H. P. 
Tavlor, president. 

Power plant expenditures will 
amount to $450,000, and will consist 
mainly of another new fly ash collec- 
tor at the Pulliam plant in Green Bay; 
equipment to improve the handling of 
fly ash collected at Pulliam; and final 
construction costs at the Weston plant 
near Wausau. About $250,000 will be 
spent improving the high voltage 
transmission system which transmits 
large amounts of power from plant to 
substation. Substation construction 

(Continued on page 26) 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


QO-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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INDUSTRIAL PROGRESS—( Continued) 


will cost about $800,000 and will in- 
volve expenditures in nearly every 
city served by Public Service. 

Improvements to the distribution 
system will amount to $2,650,000. 

Improvements to the gas transmis- 
sion and distribution system consisting 
mainly of new gas mains, services, and 
meters, will cost about $950,000. 

The purchase of new gas and elec- 
tric line trucks, service trucks, meter 
reading vehicles, etc., will total $220,- 
QUO. 


Worthington Issues Bulletin on 
Centrifugal Compressors 

A new bulletin on Centrifugal Com- 

pressors for Natural Gas Transmis- 

sion has been issued by Worthington 

Corporation. A two-page diagram is 

used to illustrate 13 major design fea- 


tures of the centrifugal compressor 


with centerline support. 


Information is presented on these 
compressors driven by gas turbine, 


internal combustion engine, electric 


motor or steam turbine. 











This is not an offer of these Securit 
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Kidder, Peabody & Co. 


May 12, 1955. 





ies for sale. The offer is made only by the Prospectus. 


232,557 Shares 
Florida Power Corporation 


Common Stock 


(Par Value $7.50 Per Share) 


The Company is offering to the holders of its Common Stock the right to sub- 
| scribe for 232,557 additional shares of Common Stock at #43 per share at the 
rate of one share for each ten shares held of record at the close of business May 
11, 1955, as more fully set forth in the Prospectus. Subscription warrants evi- 
dencing such rights will expire at 3:30 P. M., 


Subscription price to Warrant Holders 
$43 per Share 


The underwriters have agreed, subject to certain conditions, to purchase any 
unsubscribed shares and during and after the subscription period may offer and 
sell shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Beane 


New York Time, May 31, 1955. 
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An outline drawing is also presented 

along with information on the lubri- 
cating and sealing system. 
For further information write to 
Advertising & Sales Promotion 
Dept., Worthington Corp., Harris- 
on, N. J., specifying Bulletin No, 
C-1100-B57. 


Union Electric to Spend $232, 
000,000 Over Next Five Years 
UNION Electric Company of Mis- 
souri will spend $232,000,000 on new 
and expanded facilities over the next 
five years, Dudley Sanford, executive 
vice-president and general manager, 
told Company stockholders at their 

recent annual meeting. 

These plans are based on an an- 
ticipated increase in the number of 
customers and in increased usage per 
customer. During the five-year period, 
1955 through 1959, the Company ex- 
pects to add 60,000 customers at a rate 
of about two per cent gain each year. 
The residential load is expected to 
increase at a rate of more than 11 per 
cent each year, largely because of air 
conditioning. 

The Company now has on order a 
250,000 kw capacity turbo-generator 
for the third section at Meramec 
Plant. It will be in service by the end 
of 1958. By 1960 or 1961, the Com- 
pany will require another generator of 
about the same size to be installed at 
a location not yet determined. Of the 
$232 million in the five-year construc- 
tion budget, $37,200,000 will be spent 
in 1955. 


General Telephone System In- 
vestment Reaches $500,000,000 
GENERAL Telephone System now 
has a telephone plant investment in 
excess of $500,000,000, it was an- 
nounced in New York recently by 
President Donald C. Power. This 
milestone was reached during April, 
1955. It is estimated now that by the 
end of the year the total investment 
will reach $538,800,000, or an increase 
of $51,600,000 over the close of 1954. 

At the end of World War II, or as 
of December 31, 1945, telephone 
plant for General Telephone Syste 
amounted to $111,600,000. By the end 
of 1950 this figure had climbed to 
$269,700,000. 

During 1955 it is estimated that the 
construction and expansion budget for 
General Telephone System will be at 
an all-time high, and $78,700,000 has 
been budgeted for that program. This 
amount is $7,800,000 more than was 
spent for expansion during 1954. 

(Continued on page 28) 
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You may find 


a fresh approach ... 


Tackling utility company problems daily... 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility fmancing and 


investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 


Wittram N. Enstrom, Chairman of the Board 
Ricnarp H. West, President 


Public Utilities Department—Joun F. Curios, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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INDUSTRIAL PROGRESS—( Continued ) 


A-C Announces Transformer, Circuit Breaker 

Manufacturing Expansion Program 
A multi-million dollar transformer and circuit breaker 
manufacturing expansion program at Allis-Chalmers 
Manufacturing Company, Terre Haute, Indiana, and 
Gadsden, Alabama, plants was announced recently by 
J. W. McMullen, vice president, transformer and switch- 
gear equipment. 

Large high voltage power transformers and high volt- 
age heavy current circuit breakers will be manufactured 
at the Terre Haute Works, and distribution transformers 
at the Gadsden Works. 

Mr. McMullen cited the needs of the electrical indus- 
try—that it was expecting to double its capacity within 
the next 10 years—and that this move was part of Allis- 
Chalmers long range program to meet the needs of the 
electrical industry. 


R. W. Goode Named New Works Manager for 
Petersen Engineering 
ROBERT W. Goode has recently been announced as 
the works manager of the Petersen [Engineering Com- 
pany, Santa Clara, California. 

A native of the San Francisco Bay Area, Mr. Goode 
was formerly the general foreman of the BE-GE Manu- 
facturing Company of Gilroy, California. 

Petersen Engineering Company is said to be the fore- 
most manufacturer of earth boring equipment in the 
country. Recently the company has added a number of 
new tools and pieces of specialized equipment for power 
line construction to its list of trade supplies. 


SPEED YOUR 
BILL COLLECTING 
with a 


MATTHEWS BILL RECEIPTING MACHINE 





Used by 
Public Utilities 


Everywhere! 





Save time, produce neater receipts, and prevent lost 
coupons. Print your official “PAID” stamp on each customer's 
receipt and your cashier’s coupon—AND, cut off each 
coupon and deposit it in a locked compartment—all with 
one easy motion! Equip your collection stations with these 
time-saving machines NOW! 

Available in three models, adjustable to fit your bill 
forms, these handy machines are furnished with stamps, 
dates, and inked pads ready for immediate use. 


JAS. H. MATTHEWS & CO. 


3943 FORBES ST. PITTSBURGH 13, PA. 


BOSTON @ CHICAGO ® PHILADELPHIA @ CLIFTON, N. J. 





Industry Plans $300 Million Investment in 
Atomic Research Before 1959 


MANUFACTURERS. electric power companies, re- 
search institutions and other non-government organiza- 
tions will spend approximately $300,000,000 in the next 
four years on atomic energy research, according to 3 
report—just released—which has been in preparation 
for a year by the Atomic Industrial Forum, Inc. under 
an agreement with the U. S. Atomic Energy Commis- 
sion. The survey is the first to be conducted of private 
atomic energy activities in the U.S. 

According to the survey, between three and five mil- 
lion kilowatts of electric capacity may have to be built 
and operated on an uneconomic or break-even basis be- 
fore reactor-generated electric power can become com- 
petitive with conventional power. Large reactor power 
plants will become economic some time after 1962. 

In 1963, the manufacture of components for reactor 
plants may be over a $700 million a year business. Up 
to that time, or perhaps until 1965, the largest equip- 
ment markets will be in propulsion reactors for sub- 
marines and perhaps other naval vessels and aircraft, 

By 1965, it is expected that more than $7.5 billion 
will have been invested in the United States on reactor 
construction. 

In releasing the report, “A Growth Survey of the 
Atomic Industry—1955-1965,” Forum President Walk- 
er L. Cisler, who is also President of The Detroit Edi- 
son Company, said, “For the first time, those industrial 
firms which will be developing, manufacturing and mar- 
keting materials and equipment for the atomic energy 
industry have a realistic guide as to what will be re- 
quired.” 

The second section of the report is a projection of 
reactor development and construction. The projected 
heat outputs from large central station power plants, 
small reactor plants and propulsion units are translated 
into dollar volume businesses for such major equipment 
units as reactor vessels and internals ; control apparatus: 
heat exchangers; pumps: valves and fittings ; piping, 
welding and inspection; tanks and auxiliaries ; instru- 
mentation: and fuel handling facilities. 


Burroughs Corp. to Acquire Todd Company 
BURROUGHS Corporation of Detroit, Michigan, will 
acquire The Todd Company, Inc., of Rochester, New 
York, according to plans announced jointly by John S. 
Coleman, president of Burroughs Corporation, and 
George L. Tedd, president of The Todd Company, Inc. 

In making the announcement, it was emphasized that 
although the products of the two companies are not 
competitive, the two companies have for many years 
served substantially the same customers. For some time 
they have been collaborating on complementary research 
in their respective fields, and have found that the special 
experience and interests of each company have in a real 
sense supplemented the work of the other. Under the 
proposed arrangement, this kind of cooperative effort 
will be even more effective. 

Under the proposed plan of reorganization, the ac- 
tivities of The Todd Company will be conducted as an 
operating subsidiary of Burroughs Corporation, with 
its own research, sales and manufacturing organization. 
The present officers, m** agement and personnel of Todd 
Company will continue in their present capacities. 
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Here’s Proot ot Performance... 





Pressure-creosoting increases a 
: pole life for a / 
! Consumers Power Company 





































- @ In 1931, Consumers Power Company, serving 64 Michigan 
r: counties, stopped the use of untreated and butt-treated poles in 
its rural distribution systems in favor of pressure-creosoted poles. 
Today approximately two-thirds of the company’s poles in elec- 
tric distribution lines are pressure treated, 80% of those being 
full length pressure-creosoted Southern Yellow Pine. 





he The average cedar pole, used until 1931, had a normal life ex- 

k- pectancy of 23 to 25 years at the most. The life expectancy ex- 

h- cluding losses for other than natural causes, of the pressure-creo- i 
soted Southern Yellow Pine poles being purchased today is j 
probably upwards of 40 years, according to George A. Clark, j 
Electric Distribution Supervisor. j 












Pressure-creosoting, according to Mr. Clark, gives positive 
of penetration averaging over 80% of the sapwood and with the use 
ed of modern vacuum processes after treatment, today’s poles are 
Ss, dryer and cleaner. 


In the company’s scheduled maintenance program, its full- 
length pressure-treated poles are not to be given a boring inspec- 
tion until they have been in service 25 years. 


tl Long life and cleanliness go hand in hand when you use pres- 
sure-creosoted poles. Especially if USS Creosote is used. If you 
would like more information, contact the near- 
est Coal Chemical sales office listed below or 
write directly to United States Steel Corpora- 
tion, 525 William Penn Place, Pittsburgh 30, Pa. 





c. You can obtain clean pressure-creosoted 
at poles upon specification without sacrifi- 
cing pole service life. 








h Close-up, at right, of a Consumers Power Pole, showing 
al 1937 dating nail. 


al Pressure-creosoted poles in a rural line of Consumers Power 
e Company, Jackson, Mich. 


USS CREOSOTE } 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, : 
SAN FRANCISCO AND FAIRFIELD, ALA. 


a." = 





Once in a Blue Moon 
you'll need a 


new Power Plant 


. then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘“‘Pioneering New Horizons” 
yours for the asking. 





Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET e« CHICAGO 4, ILLINOIS 


Consulting Engineering © Power Plant Design 
Purchasing and Expediting e Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 

Valuation, Insurance, Rate and Business Advisory Service 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














‘Nl % Standby 
® %* Augmentation 
* 100% Town Supply 


Design « Engineering « Construction 


DRAKE & TOWNSEN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 





PROPANE PLANTS 


ieee a © Oo MAY € 








THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 


Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago ¢ Houston ¢ San Francisco ¢ Tulsa ¢ Philadelphia © Toronto « Calgary « Genver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ford, Bacon & Davis 


VALUATION En in CONSTRUCTION 
REPORTS G Cers RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS «CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS ©@ CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


G q GILBERT ASSOCIATES, INC. 


FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








Mention the FortNIGHTLY—/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Yee Ru ji an lopovalion 


ENGINEERS ° CONS TRUC TOC Re 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
oom Utility Management Consultants Specializing in REGULATORY 
ena COST ANALYSIS ei! 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















CHAS. T. MAIN. INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET s=s BOSTON 10, MASS. 














Mention the ForTNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS 








Organization ¢ Corporate Practices * A 








* Bud © Fi ing * Taxes * Stock Transfer *« Appraisals * Valuations * Economic 


Analysis « Cost of Money Studies * Depreciation Studies ¢ oo ind nage System Planning © Industrial Engineering * New Business ¢ Rates © Pricing 
Sales and Marketing * Safety © Insurance © Pensions * Employee Welfare * Public Relations * Advertising * Personnel © Industrial Relations 


20 NORTH WACKER DRIVE e« CHICAGO 6, ILLINOIS 





Pioneer oe oe Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 











SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
REPORTS — VALUATIONS eldmuasin tem Taste 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation 


PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aertal Photograbhy — Atlas Sheets — Mosatcs — 
Plan and Topograbhic Mats — Profiles — Infra-red 
Photography — Phoro-interbretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK. OHIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Uttlity Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





Peter F. Loftus 


© @O@RPOR A Ea 


DESIGN AND COnSseLTING ENGINEERS 
Electrical * Mech +s 
Civil * Th dy i 


FIRST NATIONAL BANK BLOG., PITTSBURGH 22, PA 
































ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 





GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 














LUTZ & MAY 


Consulting Engineers 


STEAM. GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6. Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 























JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision < of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














Mention the FortNIGHTLY—I/t identifies your inquiry 
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sign of a job 
WELL DONE... 















Whenever you see the Ebasco sign on a construction 
project, you can be certain that a team of specialists is at 
work helping to get the job done quickly and efficiently, using 
the most modern scientific engineering methods possible. 


For, in Ebasco, you have a single organization equipped with 
the men and the experience necessary to handle an entire 
project—from initial planning to the designing boards, 
through construction to the actual operation of the plant. 


We will be glad to send you our booklet ‘“The Inside 
Story of Outside Help’’, describing the many 
services Ebasco makes available to you. 


Write: Ebasco Services Incorporated, Dept. W, 
Two Rector Street, New York 6, N. Y. 


- CON 
Yaa writ po. 
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NEW YORK * CHICAGO ° DALLAS ° PORTLAND, ORE. 
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Appraisal « 
Engineering + 
Industrial Relations « 
surance, Pensions & Safety « 


Budget * Business Studies * Consulting 

Design & Construction ¢ Financial 

Inspection & Expediting ¢ In- 

Purchasing ¢ Rates & 

Research « Sales & Public Relations « Space 

Systems & Methods * Tax « Traffic 
Washington Office 


Pricing « 
Planning °¢ 


Ebasco leamwork Gets Things Done 
Anywhere in the World 


* WASHINGTON, D. C. 





MASS SALES 


Company's sales promotion activities, reached all sections of PP&L's 
system. Effectiveness was such that it won for Pennsylvania top honor 
among maior electric utilities in the E.E.1. 1954 More Power To America 


P. P. & L. AND NEW ORLEANS PUBLIC SERVICE EARN MPA AWARDS FOR... 
Year's top industrial promotion and sales action 


Best achievement of 1954! That acclaim 
was earned by the industrial develop 
ment and power sales activities of 
Pennsylvania Power & Light and New 
Orleans Public Service. These two are 
this year’s winners of More Power To 
America Awards. 

The awards embrace a wide scope of 


NEW ORLEANS PUBLIC SERVICE, INC., industrial sales representatives 
“get to know their customers” and call on them on a regular schedule, 
making suggestions as to how they can use electricity to their maximum 


PRESENTATIONS, keynote of Pennsylvania Power & Light 
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programs including productivity forums, 
consulting and mailing services. For 
many electric utilities, preparation of 
entries serves as a springboard for self- 
evaluation and helps indicate where 
further action might prove profitable. 

This year is as good a time as any to 
ask: “Should we be in the MPA Award 


Award competition. Presentations stimulated wide interest among indus- 
trials served by the utility to review their own plant electrification 
needs. They also proved rallying point for the utility's salesmen, helped 
build new business throughout PP&L area. 


picture?”’ For details, contact your G-E 
Apparatus Sales Representative, or 
write General Electric Co., Section 
301-297, Schenectady 5, New York. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 


benefit. This organized activity gained good will for the company, 
resulted in substantial load-bu:lding. The program won the More Power 
to America Award for 1954 in the up-to-250,000-meter category. 
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